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Local Government Debt in 
North Carolina — an Introduction 


David M. Lawrence 


Almost all North Carolina local governments have 
outstanding indebtedness. Yet except for the very 
largest counties and cities, local governments issue 
new debt — bonds and notes — only infrequently. 
For that reason most local officals have little oppor- 


tunity to become familiar with the characteristics of 


bonds and notes and the procedures that must be 
followed when they are issued. This article is de- 
signed to introduce the reader to that subject. 


The constitutional framework for 
incurring debt 


State constitutions are a curious amalgam of the 
general and the specific, statements of broad prin- 
ciples of government side by side with detailed 
procedures or prohibitions intended to remedy par- 
ticular problems of the past. North Carolina’s is no 
exception, and the two principal constitutional limi- 
tations on bond financing are examples of each type 
of constitutional provision. 


The public purpose limitation. Article V, sec. 2(1), 
of the Constitution states that the power of taxation 
may be used for “public purposes only.” Although 
the limitation is stated in terms of the power to tax, 
the State Supreme Court interprets it as being 
broader; it might more accurately be stated as: a 
government may engage only in activities that are 
public purposes. If an activity is not a public pur- 
pose, a government may not expend funds on it, 
regardless of the source. So stated, the public pur- 
pose limitation reflects the fundamental notion that 
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the province of government is limited — that certain 
activities are restricted to the private sector of our 
society. 

Local governments may issue bonds only for pub- 
lic purposes. For the most part this limitation will 
stand in the background of a bond financing; every 
purpose for which North Carolina local govern- 
ments may now issue bonds is clearly a public pur- 
pose. Only if some new — and unusual — purpose 
should be added to the statutory list might the ques- 
tion arise. In such an instance, though, a case would 
have to be brought before the courts to determine 
whether the new purpose passed constitutional 
muster before bonds could be issued. 


The two-thirds limitation. The second constitu- 
tional restriction on debt, adopted in 1936 as a reac- 
tion to the exuberance of the twenties and defaults 
of the thirties, is both more detailed and more im- 
mediate in any bond financing. Essentially, Article 
V, sec. 4(2), requires voter approval of all local 
general-obligation bond issues, unless the amount 
of the issue is no more than two-thirds of the amount 
by which the unit’s debt was reduced during the 
previous fiscal year. An example should make the 
limitation clear. On July 1, 1976, city X’s outstand- 
ing general-obligation debt is $22,400,000. During 
the 1976-77 fiscal year the city retires $1,200,000 of 
that debt and issues no new debt. Therefore, the 
city has a net debt reduction for the year of 
$1,200,000. During the next fiscal year, 1977-78, the 
city may issue general-obligation debt without a 
vote of the people in an amount up to $800,000 — 
two-thirds of the previous year’s net debt reduction. 

A few types of borrowing — primarily refunding 
bonds and tax anticipation debt — never require 
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voter approval, and borrowing for a few other pur- 
poses — principally mass transit, redevelopment, 
and coliseums and museums — must always have 
voter approval. But with these relatively minor ex- 
ceptions, all general-obligation debt is subject to 
the limitation. 

Over the years the State Supreme Court has in- 
terpreted the limitation several times, adding a 
case-law gloss to the constitutional language. Two 
of these case-law doctrines should be mentioned. 
First, any borrowing by a unit — even voter- 
approved borrowing — counts against the unit’s 
two-thirds capacity. For example, if a city has a 
two-thirds capacity of $800,000 and issues, with 
voter approval, $1,500,000 of street bonds, it has 
exhausted its two-thirds capacity. The lesson in this 
is to issue bonds under the two-thirds allowance 
(which do not need voter approval) early in the year, 
before a large issue exhausts the two-thirds capaci- 
ty. Second, the two-thirds allowance cannot be ac- 
cumulated from year to year. If it is not used in the 
fiscal year for which it is available, it is lost. 


The statutory framework for incurring debt 


It is a maxim of local government law that cities 
and counties draw their existence, their structure, 
and their powers from the General Assembly and 
cannot act without legislative authority. Nowhere is 
that more true than with borrowing money. Our 
General Statutes give local governments their 
power to borrow and establish the framework for 
and limitations on their doing so. 


Fundamental state policies. North Carolina’s 
statutory framework for debt issuance embodies 
three fundamental policies, each designed to keep 
borrowing within bounds and assure the ability of 
local governments to repay the money they do bor- 
row. 

First, with only minor exceptions, local govern- 
ments may issue bonds for capital projects only. A 
North Carolina county or city may not balance its 
operating budget with borrowed funds, imposing 
the costs of current operations on future generations 
of taxpayers. 

Second, a local government may not borrow an 
amount that causes its outstanding debt to exceed 8 
per cent of the appraised value of property subject 
to taxation by the unit. (Utility debt — electric, gas, 
water, and some sewer — is excluded from this limi- 
tation on the assumption that utility revenues will 
meet the debt service requirements of these debts.) 
This net debt limitation seeks, in a rough way, to 
keep the debt service burden on a unit’s tax base 
from increasing too much. 
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Third, North Carolina grants a state agency, the 
Local Government Commission, an extensive 
supervisory role over local government debt. Like 
the two-thirds limitation, the Commission is a prod- 
uct of the excesses of the twenties and defaults of 
the thirties. It must approve all local government 
borrowing and then must sell the bonds or notes on 
behalf of the unit. The Commission’s primary re- 
sponsibility is to make sure that a unit can afford a 
proposed debt before that debt is approved. Thus, it 
serves the same end as the net debt limitation but 
can do so in a far more flexible and individualized 
manner. The reputation it has developed and the 
expertise its staff brings to bond issues has un- 
doubtedly saved North Carolina local govern- 
ments a good deal in financing costs. 


The statutory procedure and the bond attorney. 
G.S. Ch. 159 establishes a multi-step procedure that 
must be followed by a unit that wishes to issue 
bonds. In addition to those steps associated with 
seeking Local Government Commission approval 
and with complying with the net debt limitation, 
the statute requires adoption of a bond order (which 
authorizes the bond issue), the holding of a public 
hearing on the bond order, and publication of a 
number of associated notices. 

Many of these procedural steps are formal, but it 
is crucial to the validity of the bond issue that they 
be correctly carried out. This need brings us to the 
bond attorney. In the last years of the nineteenth 
century and first years of the twentieth, bonds were 
often issued without careful compliance with 
statutory procedural requirements; these deviations 
offered a convenient ground for challenging bond 
issues disliked for other reasons. Even when these 
challenges were unsuccessful, the uncertainty 
created by the litigation dampened the market for 
the bonds involved. To avoid such challenges, 
underwriters began to employ counsel to review 
bond proceedings before accepting delivery of the 
bonds. If deviations were found, the underwriters 
would refuse to accept delivery. This method pro- 
tected underwriters and investors, but it often was, 
at the least, inconvenient for the issuer, which 
might have to repeat the entire authorization pro- 
cess. As a result, issuers themselves began employ- 
ing their own specialized attorneys to advise them 
during the authorization process and insure that no 
procedural errors were made. 

Today's bond attorney is a specialist in municipal 
bond financing who guides the issuing unit through 
the constitutional and statutory requirements that 
precondition the issuance of bonds. At the end of 
the process, the bond attorney writes an opinion 
stating that these requirements have been met, and 





a copy of the opinion is printed on each bond. That 
opinion is what the bond attorney is selling the issu- 
ing unit; without it, there would be no market for 
the bonds. For that reason, it is important that a unit 
retain a bond attorney before it begins the issuance 
process and follow his directions exactly. 


Characteristics of the municipal bond market 


Like corporate bonds, municipal bonds (a general 
term that includes all bonds issued by state and 
local governments) are negotiable. Therefore an ac- 
tive market exists for them. But the market for 
municipals differs somewhat from that for corporate 
bonds, largely for two reasons: the relatively low 
credit risk of municipal bonds and, more important, 
the exemption of the interest they earn from the 
federal income tax. 

In general, municipal bonds have been consid- 
ered a better credit risk than corporate bonds — 
the chances of default are lower with municipals. 
Even during the Depression, when a substantial 
number of municipal defaults occurred, the number 
of corporate defaults was far greater. 

This better credit history has probably had a role 
in the lower interest rates paid by municipal bor- 
rowers, but the principal factor in those lower rates 
has, of course, been the exemption of interest earn- 
ings from the federal income tax. Because the inter- 
est on corporate bonds is taxable income, those 
bonds have had to pay a higher interest rate in order 
to bring the same rate of return as municipals. 

The lower interest rates paid on municipals have 
tended to cause ownership to concentrate in inves- 
tors whose tax bracket is high enough to cause their 
after-tax return on municipal bonds to be higher 
than the after-tax return on corporate bonds. Histor- 
ically, most municipal bonds have been held by in- 
stitutional investors — principally commercial 
banks and some kinds of insurance companies — 


and wealthy individuals. This concentration of 


ownership in relatively sophisticated investors has 
been a principal justification for the special treat- 
ment of municipal bonds under the federal security 
laws. 

In recent years that special treatment has come 
under attack. Less experienced investors have 
begun to enter the municipal market, and widely 
publicized instances of outright fraud by a few 
municipal securities dealers have occurred. More 
recently, the difficulties of New York City have 
called attention to the relative paucity of informa- 
tion traditionally made available to investors by 
municipal issuers, particularly in comparison with 
the information available on corporate issues. In 


1975 Congress moved to extend the securities laws 
to dealers in municipal bonds, and one indirect ef- 
fect of that change has been to increase the informa- 
tion made available by municipal issuers. The deal- 
ers are now under a statutory responsibility to pro- 
vide their customers with enough information to 
make intelligent decisions, and the issuers are the 
sole source for much of it. For the present, however, 
despite continued pressure in Congress, local gov- 
ernments themselves remain exempt from all but 
the fraud provisions of the federal securities statutes. 


The character of debt in North Carolina 


Types of debt. Long term v. short term — In 
many states, local government revenues are not col- 
lected until well after their related expenditures 
have been made, sometimes not until the next fiscal 
year. To meet current expenditures, these local 
governments must borrow in anticipation of the re- 
ceipt of their revenues; this money is repaid when 
the revenues come in. For these local governments 
the current operations budget must include an ap- 
propriation to pay the interest on this short-term 
debt. In addition, if a unit’s fiscal discipline breaks 
down, these short-term debts may tend to be ex- 
tended (or “rolled-over’’) rather than repaid at 
maturity and so may accumulate. Such an accumula- 
tion of revenue anticipation debt (plus the issuance 
of such debt in excess of reasonably anticipated 
revenues) was one factor that led to New York’s 
financial difficulties. 

In contrast to other states, North Carolina makes 
almost no use of short-term revenue anticipation 
debt. In recent years, only two local governments 
have had to borrow in anticipation of current taxes, 
both in the recession of 1975-1976. But it has not 
always been this way. Until the 1930s, local gov- 
ernments frequently used short-term financing; by 
mid-1932, for example, some $16,000,000 of such 
debt was outstanding. One of the Local Govern- 
ment Commission’s first policies, as it sought to 
help local governments through the fiscal swamps 
of the Depression, was to discourage borrowing in 
anticipation of taxes and other revenues. In nine 
years, this policy led to a 90 per cent reduction in 
such debt, and today, as noted above, this financing 
tool is hardly ever used. North Carolina’s local gov- 
ernments do without revenue anticipation financing 


because of careful cash management, especially 
through use of fund balances to meet expenditures 
early in the fiscal year, and because their revenue 
base has broadened considerably from the twenties 
and thirties when the property tax was predom- 
inant. In this way, then, the statutory policy that 
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bonds (long-term borrowing) not be issued for cur- 


rent expenditures is reinforced by the practice of 


also not issuing notes (payable within a year) for 
these purposes. 


(This is not to say that short-term borrowing is not 
used in North Carolina. It is, however, restricted to 
bond-anticipation notes — notes repaid when the 


bonds themselves are issued. Proceeds from these 
notes may be used only for those purposes for which 
bonds may be issued.) 

General-obligation bonds v. revenue bonds — 
One of the principal means of classifying debt is by 
the nature of the security pledged for repayment. In 
North Carolina two types of security are allowed. 
General-obligation bonds are secured by the unit’s 
power to levy taxes, which by statute is limited by 
neither rate nor amount. Revenue bonds, on the 
other hand, are secured only by the revenues gen- 
erated from the project or facility built with the pro- 
ceeds of the revenue bonds. Obviously, revenue- 
bond financing is not practically available for many 
of the purposes for which local governments borrow 
money; it is usable only for projects that generate 
revenue in amounts sufficient to both meet their 
own current operating costs and pay debt service. 

The bond market generally views general- 
obligation bonds as a stronger security than revenue 
bonds, and for that reason revenue bonds usually 
carry a higher interest rate than general-obligation 
bonds. In addition, because their security is 
grounded in the operation of the bond-financed 
facility, revenue bondholders are concerned about 
how well the facility is managed. For that reason, a 
revenue bond trust agreement typically contains a 
great many restrictions on the issuing unit’s free- 
dom of operation. These concerns are not present 
with general-obligation bonds, and these re- 
strictions are not imposed. 

Despite these disadvantages, revenue bonds are 
heavily used in some states. Typically, those states 
have constitutional provisions that tightly restrict 
local governments’ ability to issue general- 
obligation bonds. For example, one state’s constitu- 
tion restricts a city’s or county's total general- 
obligation debt to 2 per cent of its assessed valua- 
tion. Revenue bonds are not subject to these kinds 
of provisions, and local governments therefore turn 
to them by necessity. North Carolina does not suffer 
from this sort of constitutional restriction that forces 
its local governments to revenue-bond financing. 
Also, although revenue bonds in North Carolina 
need never be approved by the voters (a significant 
difference from general-obligation bonds), most 
local governments, encouraged by the Local Gov- 
ernment Commission, have found that the disad- 
vantages of revenue bonds outweigh this advan- 
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tage. As a result, they use revenue bonds much less 
than governments in other states. 

Some figures from 1972 Census of Governments 
(the last year for which comparable national and 
state data are available) should illustrate what is 
said in the preceding paragraph. Nationally, coun- 
ties had slightly over $13 billion in outstanding 
long-term debt; of that, 20 per cent was secured 
only by revenues. North Carolina counties had 
some $540 million in outstanding debt, of which 
less than 1.5 per cent was revenue-secured. (Since 
then, two very large hospital revenue bond issues 
have pushed the 1976 revenue bond percentage for 
North Carolina counties to slightly more than 9 per 
cent. However, hospital revenue bonds have be- 
come a national trend, and the national percentage 
for counties may also have risen since 1972.) 

City governments, with their utility operations, 
have made more use of revenue bonds than coun- 
ties, as the census figures demonstrate. Nationally, 
of some nearly $46 billion in outstanding city debt, 
40 per cent was revenue-secured. In North Carolina 
cities, on the other hand, revenue bonds composed 
only about 12 per cent of outstanding long-term in- 
debtedness. And by 1976, the North Carolina per- 
centage had fallen to less than 2 per cent. 


Amount of debt. Since reaching a low point dur- 
ing World War II, the total outstanding debt of 
North Carolina’s counties and cities has grown 
steadily, and in the sixties, almost spectacularly. 
(See Table 1.) Per capita debt over the same years 
reflects this growth in total debt. (See Table 2.) 





Table 1 
Outstanding General-Obligation Debt 








Date Millions of Dollars 
County City 





on June 30 





1942 $127.8 $146.9 
1952 “ 173.9 
1962 297. 303.0 
1972 537.% 595.3 
1976 965.: 725.8 











Source: 1942-1972: Biennial Reports of North Carolina Local 
Government Commission, 1976. Local Govemment Commission 
release. 





Table 2 
Per Capita Debt! 








Year County City 





1942 $ 35.78 $117.43 
1952 34.85 99.77 
1962 65.34 157.15 
1972 105.69 272.29 











1. All of the population figures used are from the decennial census taken two years 
earlier 








The figures in Tables 1 and 2 demonstrate a 
strong increase in debt, with both total debt and per 
capita debt much higher than in the early 1930s, 
when the debt burden became so great that many 
North Carolina counties and cities defaulted on 
their obligations. However, the figures take no cog- 
nizance of the corresponding growth in the state's 
economy: when we compare that growth with the 
growth in debt, we see that the ability of our local 
governments, as a group, to repay their debts has 
grown even faster than the debts themselves. 

For example, because general-obligation debt is 
secured by a unit’s power to levy taxes, principally 
the property tax, one indicator of relative debt bur- 
den compares total debt with total assessed values. 
Table 3 indicates that the amount of assessed value 
available to service each dollar of total debt has 
grown fairly steadily since 1942. 


Because taxes are paid from income regardless of 


their basis, comparing the growth of debt with the 
growth of per capita income will be helpful. Table 4 
shows the amount of outstanding county debt for 
each dollar of per capita income. (City figures are 
not shown, since separate per capita income figures 
for city residents are not available.) 

In summary, these economic indicators would 





Table 3 


Amount of Total Assessed Value Available to 
Service Each Dollar of Total Indebtedness 








Year County City 





1942 $20.76 N/A 
1952 36.85 $14.76 
1962 32.26 16.39 
1972 45.70 19.98 











Source: Assessment information from Statistics of Taxation, is- 
sued biennially by Division of Tax Research, North Carolina 
Department of Revenue. 





Table 4 


County Debt and Per Capita Income 








Year Statewide 
Per Capita Income 


Outstanding Debt Per 
$ of Per Capita Income 





1942 $ 323 
1952 1,037 
1962 1,558 
1972 3,218 
1976 4,952 


$395,602 
136,490 
191,081 
166,905 
134,342 











Source: 1942-72; U.S. Bureau of the Census, Historical Statistics 
of the United States, Colonial Times to 1970, Part 1, Bicenten- 
nial Edition, 1975. 1976: Survey of Current Business (August 
1976). (Figures for 1942, 1952, 1962, and 1972 use per capita 
income from 1940, 1950, 1960, and 1970, respectively; 1976 fig- 
ures use per capita income from 1975.) 


seem to show that North Carolina’s relative debt 
burden has decreased since World War II. 


North Carolina’s default history 


The great publicity of New York City’s financial 
troubles has kindled interest in the default record in 
other states, including North Carolina. This state’s 
local governments have a very good record for bond 
repayments in recent years, but it was not always so. 

The 1920s were a boom time in North Carolina, as 
elsewhere, and our local governments participated 
in the boom, building for the future. The Depres- 
sion hit them hard. Many units had borrowed heav- 
ily on the assumption that a continued economic 
boom would lead to an increased tax base, which 
would ease repayment. Instead, growth stopped, 
and many taxpayers simply could not pay their 
taxes. Also, some units had not judiciously planned 
their debt service repayment schedules and were 
faced with very large annual debt service require- 
ments. 

For these reasons, counties and cities began to 
default. The peak came in the middle of 1933, when 
62 counties, 152 (of 260) cities, and some 200 spe- 
cial districts were in default on principal or interest 
or both. This was the state of affairs facing the Local 
Government Commission when it was created — 
largely in response to this crisis and began its 
work in 1931. Throughout the thirties the Commis- 
sion focused its energies on designing a variety of 
refinancing plans to help these defaulting units. 
(The most significant of these refinancings — those 
dealing with the governments of Buncombe County 
— were finally paid off on July 1, 1976, forty years 
after they were approved.) This work was largely 
finished by 1940, and the Commission was able to 
devote more of its energies to the approval! and sale 
of new debt and, more recently, the improvement of 
local financial administration. 

Since the 1930s default has been rare indeed in 
North Carolina. One small sanitary district had 
trouble repaying a federally held loan. Another 
small town could not, in the end, meet even its refi- 
nanced Depression-era obligations and became the 
only United States municipality to use the special 
federal bankruptcy statute for public bodies enacted 
in the 1930s. Its tax base was simply too small to 
meet its obligations. 


Some recent changes in 
North Carolina debt policy 


Tax-free financing for private entities. The open- 
ing section of this article noted the pertinence of the 
public purpose limitation to local government bond 
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issues. The North Carolina Constitution has re- 


cently been amended to expand the character of 


public purposes and permit certain types of borrow- 
ings earlier invalidated by our Supreme Court. 

Because the interest on their bonds is tax-free, 
local and state governments pay less to borrow 
money than do private corporations. Largely since 
World War II, the various states have sought to 
further certain public policies by extending, in 
some fashion, the lower costs of municipal financ- 
ing to private corporations. 

The primary example of this sort of extension is 
the industrial revenue bond. In this sort of financ- 
ing, a public body issues bonds to finance construc- 
tion of an industrial facility. The facility is then 
leased to a manufacturing company and the bonds 
retired from the lease payments. Because the bonds 
are issued by a public agency, their interest income 
is tax-free; thus the leasing company acquires its 
facility at a lower financing cost than would be pos- 
sible on the corporate bond market. The public- 
policy justification for such financing is that it at- 
tracts new industry and creates jobs. More recently, 
this same sort of financing device has been ex- 
tended to pollution control facilities — such as a 
cooling tank at a nuclear power plant or a sewage 
treatment facility at a paper plant — and to hospital 
facilities owned or operated by private nonprofit 
corporations. 

Our General Assembly was late in authorizing 


this sort of financing for North Carolina, beginning 
only in 1967. Even then, however, our Supreme 
Court held that industrial revenue bonds violated 
the State’s Constitution and, in the early seventies 
followed this with decisions invalidating pollution 
control bonds and hospital financing bonds. The 
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Court held that assistance of this sort to private en- 
tities did not further any public purpose. 

Therefore, the General Assembly in 1975 pro- 
posed and the people ratified two amendments to 
the Constitution that permit this sort of financing. 
Article V, sec. 8, now permits the issuance of bonds 
to finance hospital construction for private nonprofit 
corporations, while Article V, sec. 9, permits public 
financing of “industrial, manufacturing, and pollu- 
tion control facilities” for private corporations. With 
the adoption of the two amendments, this authority 
has begun to be used and the first such bonds have 
been sold. 


Financing of electric generation facilities. The 
second major addition to the municipal bond pic- 
ture in North Carolina has concerned electric gen- 
eration facilities. The 1975 General Assembly 
enacted legislation permitting cities cooperatively 
to finance generation facilities, and efforts have 
begun to use that authorization. But the 1975 legis- 
lation does not provide for direct involvement by 
the private power companies; their only potential 
role is as purchaser of the municipally generated 
energy. Therefore, the 1977 General Assembly was 
presented with a proposal to permit joint financing 
of generation facilities by cities and the power com- 
panies. Because of our Court’s previous attitudes 
toward public involvement in private enterprise, 
the proposal took the form of a constitutional 
amendment, which the voters approved in the No- 
vember election. Its passage is further evidence that 
the public policy of North Carolina, as reflected by 
its voters, is favorable to public assistance to private 
entities when there are broader public benefits to 
be realized from the assistance. 0 





Marketing Municipal Bonds in 
Today’s Full-Disclosure Environment 


Harlan E. Boyles 


HOW TIMES CHANGE! Just a few short years ago, 
state and local governments enjoyed an enviable 
position in the financial community. When either 
wished to borrow money the private market place 
was alerted and the market responded, readily and 
quickly, with a minimum of expense to both the 
borrower and to the lender. 

Then 1975 came. Difficulties in the municipal 
securities market became front-page news. The 
largest city in the United States was in deep finan- 
cial trouble. The concern over New York City’s 
money problems rippled through the entire se- 
curities market. Between February 1975 (when the 
New York State Urban Development Corporation 
failed to meet its short-term debt because it could 
not market its moral-obligation bonds) and Novem- 
ber 1975, tax-exempt interest rates as measured by 
the Bond Buyer's Index jumped 118 basis points for 
a percentage increase of almost 19 per cent. Over 
the same period, interest rates on high-grade tax- 
able corporate bonds rose only 4.5 per cent and 
interest rates on U.S. Treasury bonds rose only 5 
per cent. 

The increase in tax-exempt interest rates obvi- 
ously was an overreaction, but it happened. Al- 
though the interest rate level has corrected itself, 
new demands have been placed upon both the bor- 
rower and the lender. These requirements are 
mainly financial disclosure and reporting standards 
that previously applied only in the corporate secu- 
rities market. Therefore, while there has been an 
unrelenting series of stresses upon the municipal 
securities market in recent years — partly because 
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the Local Government Commission. 


of New York City’s struggles — the major immedi- 
ate concerns to those who work in state and local 
governmental finance are (1) the scheme of regula- 
tions being imposed upon municipal bond brokers 
and dealers and (2) the possibility of more intense 
judicial scrutiny of municipal bond transactions 
under the antifraud provisions of the federal se- 
curities laws. 


Municipal market changes 


When Congress enacted the first federal law reg- 
ulating securities in 1933, municipal securities 
were given a special status. It was assumed that 
municipal securities were practically without risk 
and most of the purchasers were wealthy investors 
sophisticated enough to protect themselves. Thus, 
except for the antifraud provisions of the Securities 
Act, the municipal securities market was, for all 
practical purposes, left to police itself. 

During the New York City situation in 1975, the 
investor soon learned that municipal securities 
were no longer risk-free. Furthermore, Congress 
quickly became involved and concluded that the 
nature of the municipal securities market had 
changed drastically since the 1930s. Inflation had 
attracted smaller investors to the shelter of tax-free 
municipal bonds. Therefore, because of smaller in- 
vestors’ increasing interest in municipal securities 
and the absence of adequate and full disclosure on 
the part of borrowers, Congress repealed the 
exemption from the regulation of the Securities Ex- 
change Commission (SEC) as it applied to bank 
dealers and securities firms operating as municipal 
market professionals. Even though this 1975 
amendment repealed the exemption of brokers and 
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dealers, it did not repeal the exemption enjoyed by 
issuers of municipal securities. Yet those of us who 
represent state and local government are today ex- 
periencing our most frustrating difficulties in this 
area. 

In the corporate market, disclosure by the bor- 
rower of financial and related information critical to 
the investing public has long been required. In the 
municipal market, however, the new law permits 
SEC regulation only by prohibiting brokers and 
dealers from making markets in municipal secu- 
rities for which financial information about the 
issuer is not readily available. 

The 1975 Securities Act amendments created the 
Municipal Securities Rulemaking Board and as- 
signed it the function of regulating the activities of 
municipal securities brokers and dealers. Being a 
charter member of that Board and having served on 
it for the past two years, I am not surprised when I 
am asked by those who work in state and local gov- 
ernment to name some of our achievements. They 
ask, “How do the Board’s rules and findings help 
the issuer?” I explain that the Board was entrusted 
with the primary responsibility of developing rules 
to govern the activities of municipal securities 
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brokers and dealers. Further, the Board was given 
no jurisdiction over the actions or practices of the 
issuer. Its attention has been concentrated in a 
number of specific areas including professional 
qualifications for dealer and broker representatives, 
rules of fair practice in conducting municipal se- 
curities business, recordkeeping, syndicate prac- 
tices, fair prices and commissions, disclosure of un- 
derwriting arrangements, rules for arbitration of 
disputes involving municipal securities transac- 
tions, and the like — all of which are intended to 
assure the public that the municipal securities 
business will be adequately supervised and regu- 
lated in an endeavor to prevent unethical and un- 
scrupulous practices on the part of dealers and 
brokers. If we achieve this objective, we have been 
wisely engaged and have spent our time well. 


Disclosure by municipal bond issuers 


While the issuers of municipal securities are not 
subject to direct regulation, it is apparent and obvi- 
ous that the issuers must give brokers and dealers 
enough information to meet market demands. Thus, 
the outgrowth of the actions of Congress in 1975 is, 
in effect, the disclosure by the issuers of material 
information associated with their bond issues. 

Before 1975 the main concern of municipal ac- 
counting and reporting apparently was to meet legal 
requirements for budget administration rather than 
providing information to investors. Without ques- 
tion everyone in the municipal securities business 
— issuers, underwriters, and investors — believes 
in more and better financial disclosure, including 
the standardization of accounting. Thus, through 
the influences of the securities market and the 
timely response of the Municipal Finance Officers 
Association (MFOA), meaningful steps are now 
being taken to provide investors the information 
they need to make intelligent investment decisions. 

Specifically, in North Carolina, the recent de- 
mands of the market place have been quite notice- 
able and, to many of us, rather drastic. A brief sum- 
mary of the “before” and “after” of the dreadful 
year 1975 will help in understanding what has hap- 
pened over the past several years in the municipal 
bond market. 

In the days before New York City’s trauma, the 
Local Government Commission marketed munici- 
pal bonds on behalf of North Carolina cities and 
counties with a brief offering circular that provided 
basic information about population, debt, tax collec- 
tions, and financial statements covering a period of 
three or four years. 

In December of 1975, Richmond, Virginia, an 





AA-rated city, attempted to sell bonds worth 
$25,000,000 for which there were no bidders be- 
cause the financial information was inadequate. It 
was about this time also that municipal bond deal- 
ers became regulated as a result of new federal 
legislation. In response to this situation, the Local 
Government Commission expanded the informa- 
tion contained in the offering circular into an official 
statement that now contains information about the 
unit’s demographic, industrial, commercial, educa- 
tion, and governmental facets, with an emphasis on 
revenue sources and tax collections in addition to 
financial statements. During this same period, 
MFOA initiated a study of municipal bond offerings 
that resulted in the publication of Disclosure 
Guidelines for Offerings of Securities by State and 
Local Governments. 

The Local Government Commission staff has de- 
veloped a model official statement composed of 
sections to be completed by the issuing unit, the 
bond attorney for the unit, and the Commission 
staff. Bond attorneys, municipal securities rating 
agencies, municipal bond dealers, and North 
Carolina banks with municipal bond departments 
were consulted about the information to be in- 
cluded and the format before the model statement 
was completed. This official statement complies 
substantially with the MFOA Guidelines but differs 
in some basic ways in how the presentation of fi- 
nancial information is presented. 

Preparing this new official statement has proved 
to be more time-consuming and much more costly 
than before. Local officials and the Secretary of the 
Local Government Commission are now required to 
certify that the material presented is correct and not 
misleading and also that no facts have been omitted 
that would significantly affect the offering unit. Ob- 
viously, and yet with some degree of pride, we be- 
lieve that our official statements are fulfilling the 
requirements of full disclosure as viewed by the 
market place. This assumption is reinforced by the 
sale of North Carolina municipal bonds at substan- 
tially lower net interest costs than nationwide net 
interest costs. 


North Carolina’s debt management program is 
cited frequently as a model for other states. Several 
recent proposals before Congress indicate the de- 
sire for legislation requiring issuers to follow uni- 
form disclosure standards. But usually issuers have 
been exempt from SEC regulation if the state in 
which the issuer was located approved its disclo- 


sure statement as adequate for investor protection. 
Call it “home rule” if you wish. I prefer to call it 
saving the taxpayers’ money. Where, except in 
North Carolina, can you point to consistently lower 
interest rates and savings over the life of the bonds 
of up to 20 per cent of the total interest costs? 

The year 1977 has been a good year for the munic- 
ipal securities market. On the national level, state 
and local operating budgets have moved generally 
into strong surplus conditions because of strongly 
rising tax revenues and more conservative expendi- 
ture levels. And, again on the national level, we 
have seen that credit available at lower interest 
costs can allow many states and localities an oppor- 
tunity to restructure their debt from short to longer 
term. This restructuring, together with improve- 
ments in budgetary positions, has served to improve 
dramatically the financial standing of the “‘trou- 
bled” states and municipalities so that, today, the 
investment community is back in the market with 
full confidence. 


WHAT ABOUT THE FUTURE? In my mind the 
future in the municipal securities market depends 
more upon external forces or influences than inter- 
nal. If we look at past history, we find that the 
municipal market has always responded to the 
needs of the day. It has been only in times of abuse 
that we have witnessed a volatile market — when 
undertakings from the private sector, i.e., industrial 
financing, were shifted to the tax-exempt markets 
and, of course, when unwise management practices 
led to defaults, as nearly happened in New York 
City. 

The municipal market is not perfect and it is not 
efficient, but it does work. Our concern is with 
those who perceive a crisis and offer unneeded sol- 
utions — including the taxable bond option, man- 
datory disclosure, and the Urbank, a federally ad- 
ministered bond bank that would issue federal 
obligations and would purchase state and local 
government securities with the proceeds. A quick 
rush to judgment is but a by-product of crisis. The 
safety valve of the municipal market is patience and 
a willingness to manage underlying economic con- 
ditions, matching needs with the ability to make 
payment of moneys borrowed. The market place is a 
pretty fair judge of the practices of the day. We must 
guard our practices. The market will be there when 
needed. 0 
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The Local Government Commission and 
North Carolina State and 
Local Government Finance 


J. D. Foust 


Origin 


In recent years much attention has been given to 
“the crisis of the city.” The crisis became real in the 
minds of most Americans when the news broke that 
New York City was on the verge of bankruptcy. It 
was hard for many of us to comprehend how New 
York City, the financial capital of the world, could 
be in financial trouble. 

North Carolina municipalities and counties faced 
similar problems during the Great Depression. An 
earlier writer on the Local Government Commis- 
sion noted that “by 1931, total local governmental 
debt in North Carolina was more than $350,000,000, 
compared with only $50,000,000 at the end of World 
War I.”! Despite the actions of the 1931 General 
Assembly in transferring control over many county 
roads to the State Highway and Public Works 
Commission and the responsibility for financing 
public schools from counties to the state, a seem- 
ingly insurmountable burden of debt remained on 
the shoulders of many North Carolina cities and 
counties. In the 1931-32 fiscal year more than 50 per 
cent of the $45,000,000 of local property taxes was 
needed to pay principal and interest on bonds and 
notes outstanding.” 





The author is the Deputy State Treasurer, Director of the State 
and Local Government Finance Division, and Secretary to the 
Local Government Commission. 


1. John Alexander McMahon, “The North Carolina Local Gov- 
ernment Commission,” 1960 County Yearbook (North Carolina 
Association of County Commissioners). 
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Clearly, close control was needed over the in- 
currence of further debt and in meeting default 
situations. The trend toward state centralization in 
the fields of roads and schools suggested that the 
field of local government finance could also be cen- 
tralized to some degree. After extensive study, the 
North Carolina General Assembly determined that 
legislative action and administrative control was the 
only way to provide a restraint on local debt. There- 
fore, its first major consideration in the 1931 session 
was the Local Government Act, which created the 
Local Government Commission. 

The Commission’s chief initial responsibilities — 
the approval and sale of bonds and notes and the 
supervision of local financial management practices 
— have remained its principal concerns, although 
significant changes have been made over the years 
in how those responsibilities have been met. 


Organization 


The Commission has nine members — the State 
Treasurer, the Secretary of State, the State Auditor, 
the Secretary of Revenue, and five appointed mem- 
bers who serve terms of four years. The Governor 
appoints three members; one of these must be a 
present or former city governing body member and 
one must be a present or former county governing 
body member. The Lieutenant Governor and the 
Speaker of the House each appoint one member. 

By law, the Commission must “operate as a divi- 
sion of the Department of the State Treasurer.” The 
State Treasurer has recently reorganized the De- 





partment and has created a Division of State and 
Local Government Finance. He has charged it with 
both state and local government debt administration 
and financial management. The Division is, in es- 
sence, the staff to the Local Government Commis- 
sion. Chart 1 shows its location in the Treasurer's 
Department and the organization and staffing ar- 
rangements for it. 


Functions 


The Commission’s major function is the approval, 
sale, and delivery of all North Carolina bonds and 
notes and the approval of certain financial agree- 
ments. The Commission also gives local units on- 
site help with their financial and accounting sys- 
tems and in establishing new systems. In 1972 it 
introduced a uniform accounting system that has 
since been implemented by most of the local units. 
Finally, the Commission provides educational pro- 
grams for local officials in the area of finance and 
cash management. 


The Commission has the statutory authority to en- 
force its requirements but has seldom done so. Its 
services have been sought after willingly by North 
Carolina local governments primarily because it 
maintains a posture of being in “partnership” with 
the units. Their respect for the Commission's work 
has permitted it to achieve by suggestion what it has 
the authority to demand. 

A key role of the Commission has been in approv- 
ing and marketing bonds. This task is handled by 
the General Obligation Bond Authorization, Rev- 
enue Bond and Special Obligation Bond Authoriza- 
tion, and Bond Sales and Delivery sections (see 
Chart 1). 

Before 1 local unit incurs debt, it must apply to 
the Commission for approval of the proposed issue. 
The Bond Authorization staff helps the unit in de- 
veloping a project it can afford and in designing 
debt obligation issues that will be both adequate to 
finance the project and economically feasible for 
the unit. In general the Commission considers the 
necessity and expediency of the bonds or notes as 
proposed, the adequacy of the amount, and the issu- 
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ing unit’s ability to repay them. If staff members 
have doubts about the marketability of an issue, the 
Commission suggests possible changes to the unit 
that are designed to strengthen the proposal. 

After the Local Government Commission ap- 
proves local general obligation bonds, the proposed 
issue is usually presented to the voters. If the voters 
approve issuance of the bonds, the next step is 
selling the bonds. This occurs just before the funds 
are needed. A detailed official statement is pre- 
pared for the issuing unit. The Bond Sales and De- 
livery Section coordinates and supervises the de- 
velopment of the official statement, using standard 
categories of disclosure-related information, and 
advertises the sales. The sale takes place at the State 
Treasurer’s office in Raleigh. Bids are opened pub- 
licly, and the award is made to the bidder whose 
interest rates provide the lowest cost to the issuing 
unit. The Bond Sales and Delivery Section is then 
responsible for delivering the issue to the winning 
bidder or to his designated bank. 

After the debt is incurred, the Division of State 
and Local Government Finance maintains records 
of the outstanding indebtedness, and the unit is 
notified of principal and interest payments that will 
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come due in current and future fiscal years. In addi- 
tion, the payments of such debt service is monitored 
through a system of monthly and annual reports. 

If a local unit of government defaults on a re- 
quired payment of principal or interest, the Local 
Government Commission has the responsibility and 
the power to help the defaulting unit refinance or 
otherwise correct the cause of the default. The 
Commission takes great pride in the fact that both 
the state and local units in North Carolina are cur- 
rently meeting their debt service requirements on a 
timely basis and, with few exceptions, have done so 
since the Commission’s establishment. 

Major legislation enacted during the 1975 and 
1977 sessions of the North Carolina General As- 
sembly have placed new responsibilities on the 
Local Government Commission and the Depart- 
ment of State Treasurer. That legislation included: 
(1) authority for private nonprofit hospitals to issue 
tax-exempt bonds; (2) authority for local units to 
issue tax-exempt industrial revenue bonds; (3) au- 
thority for electricities to join together in issuing 
bonds to finance electric power-generating facili- 
ties; (4) authority for the state to issue bonds to fi- 
nance housing; and (5) authority to local units for 
advance refunding of outstanding bonds. 

These revenue bonds do not require voter ap- 
proval since they are secured by the anticipated 
revenues of the facility rather than the full faith, 
credit, and taxing power of the unit. The issues are 
usually handled through negotiated sale and re- 
quire a tremendous amount of paperwork in prepar- 
ing the required documents. A new Revenue and 
Special Obligations Section has been established in 
the Division of State and Local Government Fi- 
nance to handle the authorization and development 
of these bonds. 

Two of the Division’s major duties are the is- 
suance of bonds and subsequent debt management. 
However, before any bonds are issued, localities 
must demonstrate a sound fiscal management pro- 
gram and the ability to meet future obligations. 
Through the Fiscal Management Section, the Divi- 
sion attempts to ensure that local units follow gen- 
erally accepted accounting principles. This section 
also counsels the units in cash management, budget 
preparation, investment policies and procedures, 
and accounting machine acquisitions. By emphasiz- 
ing a counseling role rather than merely enforcing 
legal and statutory requirements, the Division has 
been able to provide continuing help to local offi- 
cials in developing a total fiscal program rather than 
working with them only on periodic bond sales. 

The Fiscal Management Section is also responsi- 
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Estelle T. Wicker — 
Moore County’s 
First Lady of Finance 


WHATEVER YOUR IMAGE of a county finance 
officer may be, we are willing to bet that Estelle 
Wicker doesn’t fit it. Mrs. Wicker, Moore County’s 
capable finance officer who has handled that coun- 
ty’s money for over fifty years, is a soft-spoken 
gentlewoman whose favorite pastimes are garden- 
ing and cooking. 

For twenty years, she served as treasurer of the 
North Carolina Association of Tax Supervisors and 
is a charter member of the North Carolina Associa- 
tion of Assessing Officers. As a tribute to her compe- 
tence, the North Carolina Association of Assessing 
Officers gave Mrs. Wicker its highest professional 
recognition when it designated her “‘the state’s out- 
standing tax supervisor of 1967.” In 1971 she re- 
ceived the outstanding county accountant award 
from the state Association of County Accountants. 

Estelle Wicker wears many hats: county accoun- 
tant and tax supervisor, budget director, clerk of the 
board of county commissioners, and finance officer. 
She now works with a county property valuation of 
$540 million. This figure was under $25 million 
when she came to work in 1926 and was $100 mil- 
lion just ten years ago. 

Fresh out of business college, Mrs. Wicker, then 
Estelle Tillman, went to work for the Moore County 
accountant in 1926. In 1955 she herself became 
county accountant and tax supervisor. 

Mrs. Wicker is eager to talk about the changes 


over these past fifty years, including the updating of 


accounting methods to cope with increasing work- 
load and the growth and changes in Moore County 
itself. ““The county’s main business now is tourism 
and farming second,” she comments. 

The tourist business has had another impact on 
the county, particularly in the Southern Pines- 
Pinehurst area: the retiree, who comes to visit and 
returns to reside. Increasing numbers of retired 
people have been attracted to North Carolina, and 





Mrs. Wicker worries what these folks will do as 
taxes go up. “It really bothers me when property 
taxes increase for these people on fixed incomes. 
We will have a revaluation in 1979 and many of our 
property owners will see another increase then.” 

When asked what phase of her job she enjoys the 
most, Mrs. Wicker will tell you first that she loves 
her daily contact with neighbors and other friends 
throughout the county. “Beyond that,” she says, “I 
can’t single out any particular phase that I like more 
than another. I do enjoy the budget process — it 
isn't a chore, it’s a challenge.” 

When she is asked whether she ever thought 
about being a woman in a predominantly male pro- 
fession, Mrs. Wicker replies, “You know, I never 
give that much thought. We all are doing our job, 
and it doesn’t make much difference whether a 
county’s or city’s finance is being handled by a man 
or a woman.” 

Mrs. Wicker has lived with her sister since the 
death of her husband, Glendon, in 1957. In addi- 
tion to her active days at the courthouse, she leads a 
busy private life. Her flowers and vegetables are 
evidence of her ability as a gardener, her freezer is 
filled with her produce, and her kitchen often has 
the aroma of cakes or cookies baking for a favorite 
nephew or niece who might drop in. 

Every Sunday Mrs. Wicker goes to her home 
church in Lee County. For many years she has 
worked with young people there. She has also been 
secretary of the Moore County Democratic Execu- 
tive Committee and active in the Moore County 
Wildlife Club. 

W. S. (Sid) Taylor, chairman of the Moore County 
Commissioners, expressed the respect and affection 
Mrs. Wicker receives throughout the county and the 
state. On her fiftieth anniversary at the courthouse, 
he said, “I suppose we could get along without her, 
but I’d surely hate to try. She keeps us all out of 
trouble and we love her dearly . . She is the 
finest thing that’s happened to Moore County.” [] 
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Tarboro Steps into the Future: 
Making the Most of Grant Money 


Ruth Ballard 


THIRTY YEARS AGO Tarboro, a quiet pre- 
Revolutionary town with tree-lined avenues and old 
homes in settled neighborhoods, stopped to look 
into the future. Other towns in North Carolina had 
gone out to seek new industry and were beginning 
to reap the benefits for their citizens, but Tarboro 
seemed to be sitting back and letting the problems 
of the past engulf it. It had to move ahead, and it 
did. Through cooperative effort — in industrial de- 
velopment, in obtaining federal and state funds, and 
in general neighborly enterprise — the people of 
Tarboro have worked a minor miracle. This is the 
story of what we have done. 


Part I: Prologue: 


4é 


. . . it was time to leave our seats in the 
bleachers and get in the new ball game.” 


Situated on the banks of the Tar River in north- 
eastern North Carolina, Tarboro in the early years 
was essentially an agricultural service center for the 
surrounding farm lands. The population began to 
expand a little after textile mills came into the area 
and has grown at a slow, steady rate. This stable 
development pattern produced a sense of compla- 
cency until shortly after the end of World War II. 

The first step toward change came in 1947, when 
the Tarboro Board of Commissioners appointed a 
“Committee of One Hundred” to study the town’s 
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the productive town planning over the past several decades that 
has resulted in Tarboro’s being designated an “All-America City” 
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needs.! This committee consisted of interested citi- 
zens representing business, industry, civic clubs, 
and just plain residents. Encouraged and assisted 
by the commissioners, it meticulously studied city 
governments, conferred with experts, visited other 
cities and towns, and talked to local citizens. Fi- 
nally, it was time to leave our seats in the bleachers 
and get in the new ball game. 

A primary need, the committee and citizens be- 
lieved, was to reorganize town government itself. 
The town’s existing commissioner form of govern- 
ment meant that each commissioner, elected from 
one of eight wards, headed one or more depart- 
ments. It was they who directed town department 
heads and other personnel in all phases of the 
town’s government. There were few written 
policies. Personnel regulations and a pay plan were 
nonexistent. In those days it seemed as if “who you 
know is what you get.” The committee and town 
commissioners, after considerable soul-searching 
and meetings with citizens, went to the voters with 
a proposal to adopt a council-manager form of gov- 
ernment. The existing commissioners backed the 
referendum and decided not to seek election to the 
new council so that a new set of town officials 
would have the opportunity to reorganize all phases 
of the town’s operation. In an election held on 
March 22, 1955, the new council-manager form of 
government was approved by an overwhelming 
vote (515 to 170). 

In July 1955, a retired Navy captain who was a 
civil engineer reported for duty as the first town 
manager. The new town council gave him its 





1. At this time Tarboro’s population was approximately 5,000; 
in the 1970 U.S. Census it was 9,425; today it is approximately 
9,900. 





wholehearted support and from this point on it was 
“operation upgrade.” 


“, , . then with the support and cooperation of 
our local business and individual citizens, a 
tremendous spirit soon pervaded the community.” 


From 1955 to 1960 many changes were made in 
the town government. Codes and ordinances were 
revised or established; policies and procedures 
were standardized; and a new personnel pclicy and 
pay plan with excellent personnel benefits was ap- 
proved by the council. Slowly, the town acquired 
professional personnel to guide and direct its opera- 
tions. For the first time the town’s financial opera- 
tion was revised. In all these things we called upon 
the knowledge and expertise of others: the Institute 


of Government, the North Carolina League of 


Municipalities, state agencies, and sister munici- 
palities. 

At the same time that we launched improvements 
in streets, lights, and water and sewer, we upgraded 
our police and fire service. Previously, police and 
fire had been predominantly volunteer depart- 
ments; now both departments were upgraded and 
additional full-time personnel were acquired and 
trained. Demolition of the old town hall (which had 
housed the police and fire service) also made it nec- 
essary to construct new police and fire facilities. 

The need for industrial development was also 
very much on the minds of Tarboro’s leaders at this 
same period. In 1958 an industrial development 
board was created that consisted of local citizens 
and representatives from banking, commercial, and 
industrial establishments. One of the board’s first 
actions was to hire a successful professional indus- 


try “go-getter.”’ With the support and cooperation of 


our local businesses and individual citizens, a tre- 
mendous spirit soon pervaded the community. The 
development board — led by its “industrial de- 
velopment expert” and financed by the town, 
county, and donations from local folks — negotiated 
for a new industry. Tarboro was on its way! The 


home office and only manufacturing facility of 


Carolina Enterprises, Inc., a subsidiary of Mallory 
Randall Corporation, moved to Tarboro in 1959. 
Today it is one of this country’s leading manufac- 
turers of plastic toys and related products and the 
world’s largest maker of molded plastic buttons. 
This company has had several expansion programs 
and now employs approximately 1,000 employees. 

The industrial development board began to 
realize that other communities in the county 
needed its help. In 1959 it incorporated and 
changed its name to the Tarboro-Edgecombe De- 





AFTER READING THIS ARTICLE about the ] 
“minor miracles” that have occurred in Tarboro, | 
Popular Government decided to visit Tarboro and 
see for ourselves. 

We can report that this truly tells the story, but the 
town has accomplished much more than can be de- 
scribed in one brief article. Tarboro has been, and 
is, an active town in promoting those things that will 
make it a comfortable place in which to live. 

In the summer issue of Popular Government, 
John Shelton Reed told us why people want to 
move to the South, or to stay in the region if they are 
already here. He may have had places like this town 
in mind. It is easy to be carried away by the am- 
biance of the beautiful Episcopal churchyard with 
100-year-old trees from all over the world. Or the 
elegant new Williamsburg courthouse, which will 
eventually look over a mall leading to the main 
street. Or the lovely old town common laid out be- 
fore the American Revolution. 

But when we live in a place every day, the charm 
may fade unless basic living conditions are good. 
These municipal responsibilities are being met in 
Tarboro because a number of citizens wanted and 
worked for these improvements, and there was 
competent leadership at the town hall. 

You may want to visit Tarboro when you are in 
the eastern part of the state. You'll know the town 
by the big banner over the main street proclaiming 
it as an All-America City. When you have finished 
reading Miss Ballard’s words, perhaps you will have 
an idea why — after competing with American 
towns and cities of all sizes — North Carolina's 
Town of Tarboro was one of nine communities 
selected for this honor in 1977. 














velopment Corporation (TEDCO). Although a large 
board of directors now represents all aspects of 
business, industry, financial, commercial, and pro- 
fessional concerns in the county, the board’s opera- 
tion is still supervised by the executive board and 
the executive director — our original “industry go- 
getter.” Its success is evident in Table 1, which 
shows the industries that have located in Tarboro 
and Edgecombe County. 


“. , . it became obvious that Tarboro’s future 
growth must be controlled.” 


New industry and growth brought new problems. 
Our growing city government had to be adequately 
housed, which meant financing new facilities for 
municipal offices, police department, and a fire sta- 
tion. The old town hall, a cherished landmark, was 
demolished. A modern town hall that contains the 
administrative offices and the police station was 
dedicated in 1963. The fire house, a World War II 
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prefab adjacent to the old town hall, was also torn 
down and a new building equipped with complete 
fire-fighting facilities was erected. Federal funds 
(Housing and Home Finance Agency, now Housing 
and Urban Development) assisted in financing the 
new town hall. The fire station was paid for by a 
municipal bond issue. 

Medical facilities were inadequate to serve our 
existing and growing community. To meet increas- 
ing demands, our small private hospital turned its 
assets and facilities over to Edgecombe County. 
The local physicians contributed $1,000 each to hire 
a public relations firm to come to Tarboro and pro- 
mote a county-wide bond vote in 1957 to finance the 
construction of a new county hospital. The referen- 
dum passed and the hospital was built. It has twice 
been enlarged, and the medical services have been 
expanded through county, state, federal, and private 
funds. Local physicians have also constructed a pri- 
vate medical clinic complex. This facility has been 
expanded and, right now, is beginning a second ex- 
pansion program that will cost over a million dol- 
lars. 

With the town flexing its muscles, it became ob- 
vious that Tarboro’s future growth must be con- 
trolled. In January 1961 the town council estab- 
lished the Tarboro Planning Board and Zoning 
Commission. (Since 1948 there had been a zoning 





Table 1 


Industries in Tarboro and Edgecombe County 








Company Products 


Anaconda Wire and Cable 
Company 

Black and Decker 
Manufacturing Company 

Cotton Belt, Inc. (Pinetops) 


wire and cable 


power tools 

mattresses and upholstered 
furniture 

Edgecombe Casket Company 
(Pinetops) 

Elliot and Company, Inc. 


caskets 

commercial interiors and 
fixtures 

Formica Corporation webbing fibers 

GACO Manufacturing, Inc. 
(Pinetops) 

Glenoit Mills, Inc. 

Hickory Springs Manufacturing 


sportswear 
knit products 


Company (Pinetops) 
Monarch Mills, Inc. 
Moorecraft Wood Products 

Company, Inc. 

Phoenix Trimming Company 
Polylok Corporation 


furniture upholstery materials 

double-knit fabrics 

wooden reels for cable, 
pallets, etc. 

seat-belt fabrics 

fabrics 


Rexham Corporation (Pinetops) boxes 
Tom Togs, Inc. (Conetoe) infants’ wear 





(Total employment in the major manufacturing plants in the 
Tarboro-Pinetops-Conetoe area is approximately 6,000. This 


does not include utilities, governmental, and other types of 


employment. Tarboro is the home office of the Carolina Tele- 
phone and Telegraph Company, recently acquired by United 
Telephone System.) 
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ordinance of sorts on the books that provided for a 
board of adjustment.) Our planning board and zon- 
ing commission has led the town’s planning process- 
es and, with existing staff and consultants, has pre- 
pared the studies necessary for the community’s 
growth. 

We upgraded our public services as much as local 
funds would permit, adopted our ordinances and 
policies, used all available expertise, and de- 
veloped professional planning programs to encour- 
age orderly growth. Then we reached the point that 
local funds could go no further. We could not grow 
and increase the livability of our community and 
correct the serious housing blight that existed with- 
out outside financial help. Under the leadership of 
our mayor and town council and the professional 
guidance of our first town manager, from 1955-1965 
the town government laid a firm foundation to build 
upon. From that point on, with the dedication of our 
town employees, elected officials, and the lead- 
ership and professional knowledge of our present 
town manager, the town has reached out to find the 
means of providing necessary amenities and build- 
ing for the future — housing rehabilitation, water 
and sewer services, and street improvement. 


Part Il: The Program 


Search for outside funding 


Realizing that all these improvements would cost 
far more than Tarboro’s budget could ever afford, 
we began to look for grant funds to help finance our 
planned programs. 

Seeking and using federal grant funds for needed 
improvements was not entirely new to Tarboro. 
During the depression of the 1930s, with help from 
the Works Project Administration, a water plant (ca- 
pacity, 1/2 million gallons per day) was built at a 
cost of about $500,000 and is still in use. Approxi- 
mately four miles of water and sewer main were 
installed with approximately $100,000 in WPA 
funds, and a swimming pool costing approximately 
$10,000 was built by WPA labor and funds. In 
1958-60 our water plant was expanded at an esti- 
mated cost of $1 million in Health, Education, and 
Welfare funds. The sewer system was improved at 
an estimated cost of $700,000 and the new town hall 
and police station were built with $80,000 of Hous- 
ing and Home Finance Agency funds. 

In 1965, looking for financial assistance and ex- 
pertise, we approached the Department of Housing 
and Urban Development (HUD) regional office in 
Atlanta. We were told that to qualify for federal as- 





sistance we would first have to submit and have 
approved a “Workable Program for Community Im- 
provement.” Those familiar with federal grants and 
requirements of HUD know that a workable-pro- 
gram document touches every phase of municipal 


government activities. It is in essence a statement of 


intent designed to assure that both public and pri- 
vate resources will be used extensively to eliminate 
slums and blight and encourage urban rehabilita- 
tion in a cooperative federal-local relationship. Our 
first submission to HUD in the mid-1960s began a 
partnership that has continued through the years 
and has led to involvement in other federal pro- 


grams — all of which have contributed significantly 
to the economic growth and development of our 
community. 


Concentrated Code Enforcement Project: 
Howard Avenue 


This relationship with HUD, which has been so 
critical to Tarboro’s program, came about almost by 
chance. Inexperienced as we were at grantsman- 
ship, perhaps it was the Lord who took us by the 
hand and led us along the way. 

We had a problem that had to be dealt with. How- 
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ard Avenue, in West Tarboro, is one of the town’s 
most heavily traveled residential streets. It is un- 
usually wide — over sixty feet — and at that time 
had islands of stately oaks running the entire length 
of the residential portion of the street. But the 
pavement had broken up and there were no 
sidewalks, no curbs, and no gutters. Even mild rains 
caused flooding under the houses, most of them mill 
houses that had been sold to mill employees in the 
late 30s and ’40s. Most of the owners were older 
folks with modest incomes. The houses were de- 
teriorating and the whole area needed public im- 
provements and drainage. But Tarboro didn’t have 
that kind of money. 


Howard Avenue was on the state’s system of 
roads, and for many years the town had requested 
state improvement. Each time the subject of street 
improvements came to public attention, there was 
an outcry from those who wished to save the trees. 


However, the residents of the area pleaded for o 
safe street — not just for their own use but espe- 
cially for the protection of children. They wanted 
the safety, sidewalks, drainage improvements, and 
paved streets enjoyed by other town citizens in 
other areas — even if it meant removing “our lovely 
old oak trees.” The residents of the area finally 
asked the North Carolina Highway Commission and 
town officials to meet with them one hot afternoon 
under the old oaks on Howard Avenue. They urged 


the officials to proceed as quickly as possible to re- 
move the trees and construct proper street im- 
provements with drainage, curb and gutters, 
sidewalks, and street lighting. 


In the late ’60s a state bond issue had been passed, 
with Governor Moore’s support, for highway 
improvement..The funds were to be distributed ac- 
cording to a formula for each area of the state. When 
town officials realized that the State Highway 
Commission might consider using some of this 
“Moore Bond” money to rehabilitate the Howard 
Avenue area, the possibility arose of using this 
money as a matching share with a federal grant pro- 
gram for rehabilitation. We searched the Catalog of 
Federal Domestic Assistance, the Congressional 
Record, commercial reporting services, and other 
sources of information that would help finance this 
project that we so badly needed. We began to 
realize that we could not qualify for most of the 
programs. Then we came across a little-known 
HUD program, the Concentrated Code Enforce- 
ment Program, which provided funds on a 75 per 
cent federal and 25 per cent local matching basis 
and did not stipulate the source of the local match, 
except that it had to be nonfederal funds. We be- 
lieved this was the answer to our prayers: to re- 
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habilitate West Tarboro and use the state’s “‘Moore 
Bond” funds as our match. 

Federal grants are not obtained overnight. Nor 
does one just take his bucket to the money tree and 
expect it to be filled with one shake. Tarboro, with 
its limited staff and expertise, nonetheless de- 
veloped an application for a plan that would re- 
habilitate fifty-four blocks in West Tarboro. Town 
officials visited the HUD regional office in Atlanta 
armed with maps, estimates of public improve- 
ments needed in'the area, the number of housing 
structures in need of rehabilitation, and miscella- 
neous data conceming the needs of the area. Folks at 
HUD shook their heads, since Tarboro did not have 
local funds for its matching share. They thought 
there was no way that the highway funds we pro- 
posed could be used as local match. But they did 
begin to see our need, our determination, and our 
reason for believing that our proposal complied 
with congressional intent in passing the legislation. 
Finally, regional officials in Atlanta joined with 
Tarboro officials in asking HUD’s Washington legal 
staff for a determination on whether we could use 
the state funds. After much deliberation, the legal 
office decided that nontax funds, even though pro- 
vided by a governmental unit (state), could be used 
as the local match for a Concentrated Code En- 
forcement program. This had not been done before 
but was legal. 

But only one stumbling block had been removed. 
The regulations required that the grant be approved 
before bids were advertised or a contract was 
awarded. By this time, the State Highway Commis- 
sion was ready to advertise and let the contract for 
the Howard Avenue work. After many conferences 
with our citizens advisory committee and state 
highway officials, the state agreed to defer advertis- 
ing the street improvement contract until HUD in 
Atlanta and Washington could approve our applica- 


Albemarle Avenue before street improvements and restora- 
tion and rehabilitation of buildings. 





tion. HUD officials in Atlanta nursed our applica- 
tion well: it was carried by hand from department to 
department to get the approvals, and then received 
the same treatment in the central office in 
Washington. Finally, Tarboro’s application was ap- 
proved for HUD‘s Concentrated Code Enforcement 
project for West Tarboro — only the fifth such ap- 
proval in North Carolina. 

Not just street improvements were included in 
the West Tarboro Code Enforcement project. The 
HUD grant made housing rehabilitation grants, not 
to exceed $3,500 per person, available for qualified 
citizens within the 54-block project area. If this 
amount was not sufficient to bring a structure up to 
minimum standard, 3 per cent loans were also avail- 
able from a HUD loan program. 

The West Tarboro project included over a million 
dollars in street improvements: extensive landscap- 


ing; upgrading of 22 street sections; construction of 


two neighborhood tot lots; and rehabilitation of 120 
housing structures and demolition of 13. Residents 
received 127 grant and loan combinations for hous- 
ing rehabilitation and relocation — approximately 
$600,000 in grants and over $140,000 in private 
funds for improvements. The state’s funds for street 
improvements were spent on Howard Avenue, 
Fountain Street, a portion of Albemarle Avenue, 
and miscellaneous residential streets in the area. 

The total project, which cost more than $2 mil- 
lion, was administered by a town staff of one ad- 
ministrator, two code inspectors, one finance of- 
ficer, and two clerks — at a total administrative cost 
of approximately $178,960. By using funds spent by 
the State Highway Commission as the town’s local 
matching share, we accomplished a program that 
rehabilitated one of our oldest sections of town with 
minimum town funds. 


er. 


Albemarle Avenue after street and railroad improvements; 
warehouse on the left was improved and the cotton press (right) 
was moved and restored. 


Cooperation of those concerned and the en- 
thusiasm of project residents made this program es- 
sentially successful. Residents asked, ““Why 
couldn’t this have happened sooner?” Or said: “For 
the first time in many years my roof doesn’t leak.” 
“No water stands under my house now when it rains 
and I can go outside without plodding through mud 
puddles.” ““The kids have a sidewalk and now we're 
not afraid to let them play in front of the house be- 
cause of passing cars.” 

Some residents of other parts of town complained 
somewhat: “I had to pay for my curb and gutter, 
why didn’t they?” However, with improved traffic 
conditions and attractive landscaping to replace the 
old oaks, these questions soon ceased. A noticeable 
effect has been the sense of pride in the residents: 
they walk a little taller; they compete with their 
neighbors in their yards and gardens; and they 
enjoy some of the conveniences they knew about 
but had never expected to attain within their 
limited incomes. 


Housing and urban renewal 


The Tarboro Housing Authority was appointed by 
the mayor in 1950. By the spring of 1953, it had 
completed 100 units of housing for low-income 
people. The authority was composed of a chairman, 
a vice-chairman, and three commissioners. The 
secretary-treasurer, who also held the title of execu- 
tive director, was employed by the authority. HUD 
funds, through loans and annual contributions, pro- 
vided for construction and operation of the units. 

In 1966 the Tarboro Redevelopment Commission 
was established by the town council at the request 
of the Tarboro Planning Board. (Earlier professional 
consultants, engaged by the planning board, had 
prepared town studies and had certified to the 
council blighted areas of Tarboro that were de- 
teriorating and in immediate need of renewal.) The 
commission consisted of a chairman, a vice- 
chairman, and three commissioners with the town 
manager as acting secretary-treasurer and executive 
director. An Atlanta firm was retained to prepare 
survey and planning applications for three areas for 
which the redevelopment was being proposed. 

In 1967 the housing authority applied for 250 
more units of housing for Tarboro. The town council 
approved the application and submitted it to HUD, 
which approved 75 units. During this period the 
housing authority and the redevelopment commis- 
sion agreed that one full-time secretary-treasurer 
should be employed to administer both commis- 
sions. In 1972 the housing authority was abolished 


and its function was assigned to the redevelopment 


commission. At this time the four housing commis- 
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Table 2 
Town of Tarboro 
Major Federal and State Assistance Since 1965! 








Community Development and Urban Renewal 
Hendricks Park R-92 
Panola Heights R-131 
Public Housing 17-3 


$ 885,390 
2,730,554 
1,369,683 


Public Housing 17-1 (modernization) 

West Tarboro Code Project E-5 

West Tarboro Code Project Grants 

West Tarboro Code Project Grants and Loans 
Combination 167,850 

West Tarboro Code Project Relocation 4,108 

West Tarboro Code Project 312 Loans 190,690 

Community Development Entitlement, Year I 975,000 

Community Development Entitlement, Year II 975,000 

312 Loans, Year I 113,206 

Discretionary, Year I 500,000 

Discretionary, Year II 200,000 


246,750 
957,218 
248,767 


Total Community Development and Urban 
Renewal $9,564,216 
Water and Sewer Projects 

Water and Sewer Improvements WSNC 74 

Hendricks Creek Outfall WPC NC 283 

Wastewater Treatment WPC 364 

Wastewater Treatment WT 26 

Industrial Park Water 
and Sewer 

Industrial Park Water 
and Sewer 


$ 272,336 
232,922 
1,327,500 
221,250 


SBH 264 38,500 


NC 78 76,412 


Total Water and Sewer $2,168,920 
Recreation 
City Park 

Clark Park 
City Park 

Clark Park 
City Park 41,040 
City Park 41,066 
Summer Recreation (NEED) 1,612 
Panola Street Tot Lot (NEED) 1,000 
Arts Council 5,000 
Bus (elderly) 6,000 


$290,668 


$ 32,500 
51,500 
28,150 
82,800 


Total Recreation 





State Highway Funds for Street Projects 


Howard Avenue 

Albemarle Avenue 

Main Street 

Fountain Street (committed, estimate) 
Traffic Signals 

Traffic Study 

Traffic Signals (RR) 


Total State Highway Funds for Street Projects 


Police 
Communications 
Community Service Unit 1 
Community Service Unit 2 
Community Service Unit 3 
Junior Service Unit 
Juvenile Unit 
FBI Training Grant 
Police Equipment 
Police Equipment 
Training Funds 

Total Police 


Miscellaneous 


Planning Grants 

Civil Defense 

Pender Museum 

Emergency Employment 

Pep Ceta (employment program) 
Emergency Jobs Program 


Total Miscellaneous 


Summary 

Community Development and Urban Renewal 
Water and Sewer 

State Highway 

Recreation 

Police 

Miscellaneous 


Total 


300,074 
786,630 
534,000 
1,200,000 
8,000 
5,750 
4,850 
$2,839,304 


$ 41,200 
27,797 
30,180 
30,000 

8,399 
24,800 
4,600 
9,000 
8,295 
6,162 


$190,433 


$ 17,900 
1,602 
13,000 
57,285 
26,798 
192,787 


$309,372 


$ 9,564,216 
2,168,920 
2,839,304 

290,668 
190,433 
309,372 


$15,362,913 


1. Since the early 1960s Tarboro has used funds from many agencies: Civil Defense Agency for ice and hurricane storm damage; the Governor's Highway Safety Committee for police 
equipment and communications equipment; LEAA funds for a Community Service Unit, Junior Service Unit, police training and equipment; Federal Bureau of Investigation funds 
for police training; State Highway Commission for street improvements, traffic control signals, railroad signal lights; Department of Health, Education and Welfare for water and 
sewer system improvements and swimming pool; Housing and Home Finance Agency Public Works Acceleration Act funds for a town hall; and miscellaneous other sources as the need arose and 


funds were available. 





sioners were appointed to the redevelopment com- 
mission, so that there were now nine redevelop- 
ment commissioners. Most North Carolina cities 
abolished the redevelopment commission and re- 
tained the older housing authority; however, the 
mayor had appointed the housing authority com- 
missioners and he suggested retaining the rede- 
velopment commission since its members were ap- 
pointed by the town council, the policy-making arm 
of Tarboro government. 

The reorganized redevelopment commission 
quickly took hold — implementing practical solu- 
tions to Tarboro’s housing and urban blight prob- 
lems and making its work highly visible to the pub- 
lic. Over the past decade, the Redevelopment 
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Commission of the Town of Tarboro has received 
over $5 million in federal grant moneys for its 
projects — about $586 for every man, woman, and 
child in town. These projects are discussed sepa- 


rately below.? 


Hendricks Park. The Hendricks Park Project was 


a 29-acre tract of structures in need of repair. Resi- 
dents of the adjacent high-income neighborhood, al- 
though not happy with the nearby squalor, were dis- 
turbed over the fact that a “project” was going to be 
situated there. Their fears were unfounded. Thirty- 
four attractive low-rent housing units for the elderly 
were constructed, the finished project was tastefully 





2. For a detailed breakdown of federal and state assistance to 
the Town of Tarboro, see Table 2. 





landscaped, streets and walkways were constructed, 
and the drainage was improved. These units were 
occupied in December 1975, and the project was 
officially closed out in November 1976. Construc- 
tion funds, approximately $600,000, were furnished 
by HUD under a preliminary loan and annual con- 
tributions contract. 

Fifty units of subsidized private housing for the 
elderly and handicapped, Elmhurst Homes, are 
now being built in the project area under HUD’s 
Section 8, its new construction program. Thus, the 
public housing here apparently was a drawing card 
for private development, not a deterrent. These fifty 
units are being erected by a subsidiary of the 
Weyerhaeuser Corporation at a cost of more than 
$625,000. The air-conditioned, one-bedroom 
apartments are located in Hendricks Park, adjacent 
to the low-income units for the elderly and the E. L. 
Roberson Community Center. (For details of the 
E. L. Roberson Community Center, see the box on 
the next page and Table 3.) 

The most visible improvement made in the 
project area was the resurfacing and widening of a 
large portion of Albemarle Avenue. Long an impor- 
tant traffic artery for Tarboro, Albemarle Avenue 
had deteriorated to a state that reduced its traffic- 
carrying capacity and made it unsafe. 

The redevelopment commission has provided the 
elderly residents with more than physical dwell- 
ings. The project has a community garden area for 
residents’ use, a central TV antenna, an abundance 
of shade trees, and appropriate landscaping. 

Panola Heights urban renewal project. This 
project area, known locally as East Tarboro, is pre- 
dominantly black and constitutes about 30 per cent 
of Tarboro’s residential area. A General Neighbor- 
hood Renewal Plan (GNRP) was prepared by the 


East Tarboro residence, typical of those that were removed to 
make way for attractive brick dwellings shown in next photo- 
graph. 


Atlanta consultant, with help from the Tarboro Re- 
development Commission and the residents of the 
area. In fact, the citizens in East Tarboro appointed 
a 15-member project area committee to represent 
them in formulating the plan. In 1969 the rede- 
velopment commission approved the plan, sub- 
mitted it for the town council’s approval, and for- 
warded it to HUD, which approved the plan ia 
1970. The emphasis on improvement was to take 
two forms: rehabilitation of dwellings that were bas- 
ically sound and demolition of dilapidated struc- 
tures that were beyond repair. Other improvements 
were to include the elimination of unsafe and un- 
sanitary living conditions, such as poor street plan- 
ning and lack of storm drainage and sewer. 

To date, the redevelopment commission has 
purchased 134 parcels of property, replatted these 
parcels, and sold 16 to private developers under the 
bidding system. This project is a conventional 
urban renewal project and has approximately 100 
acres of land. The area is primarily residential and 
will remain so. The project is now four-fifths com- 
plete and should be finished by December 1978. 

The other areas delineated in the GNRP will be 
redeveloped through the town’s Community De- 
velopment program. 

Public housing. In efficient conjunction with its 
urban renewal activities, Tarboro’s Redevelopment 
Commission owns and manages 159 units of public 
housing — 100 were built in 1953 and the others in 
1975. These units are rented to low-income families 
and individuals at rates based on their ability to pay. 
Fifty units are situated at Pinehurst Homes in North 
Tarboro and fifty at Eastside Homes in East Tar- 
boro. As mentioned before, thirty-four of these units 
are rentals in Hendricks Park. Twenty-five of the 
units are located on scattered sites in East Tarboro. 


New brick dwellings in East Tarboro financed by relocation 


funds - conventional financing through local savings and loan 


banks. 
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For several years it has been our dream, and our 
proven need, to acquire some type of community 
center primarily for the elderly — one conceived, 
designed, constructed, and operated for their use. 
Because the town had participated in HUD pro- 
grams and qualified for $975,000 annual funds from 
Community Development, and because of a very ac- 
tive citizens group (Housing-Community Develop- 
ment Citizens Advisory Committee), the application 
was approved for $400,000 discretionary funds to con- 
struct the E. L. Roberson Center. (The center is named 


One Hundred” that began, in 1947, the study of Tar- 
boro’s future needs.) Another $100,000 was needed for 
land and outside development, bringing the total to 
approximately a half-million dollars. Funds were not 
available for furnishings or equipment, so that private 
donations and other government agencies made up the 
needed amount. (See Table 3.) 

This center, which is one of a few of its kind, has attrac- 
tive lounges, reading rooms, arts/crafts/ceramics studio, a 
kitchen, sewing room, and a multipurpose room for di- 
ning, concerts, square dances, games, amateur theatricals, 
and other activities. The huge fireplace and stone wall in 
the music room and library was built from material do- 
nated by local citizens. A greenhouse/workshop and an 
outdoor patio and stage with mosquito control will be 
constructed in the near future. 

Office facilities are available for social service agen- 
cies, social security, medical first aid, and food stamp 
distribution, in addition to administrative offices. Over 





for a former mayor, the chairman of the “Committee of 


The E. L. Roberson Center 
(HUD Discretionary Grant) 


a hundred persons are served a hot meal each weekday 
through Region L money. The Tarboro Recreation 
Department operates and supervises the center and its 
recreation program; other services are provided by 
other agencies under town management. 

At the present time there are over 200 active partici- 
pants who daily engage in some type of town- 
sponsored recreational activities for those over 55. (Al- 
though the term “senior citizens” is often used for those 
over 55, older citizens of Tarboro perfer not to use this 
term nor to designate the E. L. Roberson Center as a 
“center for the elderly.”) 

Those Tarboro residents who will be using the 
center, the over-55 age group, raised $900 last fall to 
pay for the installation of a stained-glass window. The 
stained glass came from an old Tarboro synagogue that 
was demolished because of age and structural condition. 

Two vehicles operate for transportation to programs, 
clinics, recreational and social service facilities, noon- 
day meals, and for tours of interest. These vehicles and 
part of their maintenance and operation are supported 
by grant funds of the Council on Aging of the Region L 
Council of Governments (HEW). 

In 1965, when our first recreation director reported 
for work, he was immediately requested by a group of 
citizens to assist in organizing some type of recre- 
ational opportunities for those over 55. This new build- 
ing, dedicated in late 1977, is a tribute to the efforts of 
Tarboro citizens in providing a growing, active pro- 
gram for over a thousand of its residents who fall into 
this age group. 





E. L. Roberson Center. Corner bank of windows permits ample 
natural light in the craft room on the right front. 


Game room; double-faced fireplace opens into library adja- 
cent to this room. 
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Library/reading room; photo was taken a few days after com- 


pletion of the building. 
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Interior of craft room. 
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St. Paul's Baptist Church, East Tarboro, rehabilitated with 
HUD 312 funds. This church structure was moved some years 
ago from near the town common. 


Upgrading and modernizing of the units in Pine- 
hurst and Eastside Homes began in 1972, 
and the work is still going on. 

While federal housing officials and theorists were 
espousing the integration of tenants of various ages 
within a single housing project, Tarboro officials 
had known for some time that the tenants actually 
prefer to be segregated by age group. They knew 
this because they listened to their tenants. Only re- 
cently have the theorists seen the light and reversed 
their stand. 

The average rent for the public housing units in 


Tarboro is $68.58 per month. Current occupancy 
rate for the units is 98.7 per cent. 


Rehabilitation. Not all of the activities of the Tar- 
boro Redevelopment Commission involve razing 
the old and raising the new. The inventory of hous- 





Table 3 
E. L. Roberson Center Funds 








Grant funds — discretionary $400,000 


$100,000 
400,000 


Land cost 
Estimated amount construction cost 


Grants -— miscellaneous 


Smith-Reynolds, patio 
HEW (aging), kitchen equipment 
HEW (aging), furnishings 20,000 
HEW (purchase of bus van) 11,000 
Civic Club, landscaping 500 
Local mill, drapery material 500 
Private citizens, stone 1,500 
Redevelopment Commission, carpenter 
and garden house 
Local citizens, stained glass 
window installation 900 
Miscellaneous 3,000 


$173,100 


$ 15,000 
40,000 


70,700 


Estimated grants 





nS 


East Tarboro fraternal lodge, also rehabilitated with HUD 
312 funds. 


ing conditions in 1968 in the Hendricks Park and 
Panola Heights areas identified 122 structures that 
could be rehabilitated to a code standard. So far, 110 
have been brought up to this standard. 

Among these 110 rehabilitated buildings are two 
that are the only nonresidential structures in the 
Southeast ever to be rehabilitated with HUD’s 312 
Loan Program — a church and a fraternal organiza- 
tion, both historic buildings — at a cost of approxi- 
mately $50,000. 

Although the commission made grants and low- 
interest loans (3 per cent) available to the owners to 
use for rehabilitation, many owners absorbed the 
cost and did the work themselves because of a grow- 
ing feeling of neighborhood pride. 


Miscellaneous housing activities. When HUD 
curtailed its housing program several years ago, four 
black churches organized and spent several frustrat- 
ing years in obtaining, with the town’s assistance, 
funds under HUD’s 221(d)3 housing program to 
construct fifty family units of low-income housing. 
United Manor Courts was occupied in November 
1971 with the following financial support: 

LIHDC (Low Income Housing 

Development Corp.) loan 

Local funds from miscellaneous private 

donors and local white churches 

FHA — 40-year loan (approximate) 

FHA — rent supplement 


$30,000 


3,000 
600,000 
reservation (approximate) 59,000 
Town funds for public 

improvements (approximate) 22,000 

During all the negotiations, frustrating delays, 
and red tape involved, these churches (Manor 
Court, Inc.) were assisted by the Town of Tarboro 
and the East Tarboro Citizens League. (See the box 
on the next page for summary of East Tarboro Citi- 
zens League participation.) 
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The following is an excerpt from the East Tar- 
boro Citizens League's All-America City Presentation 
at Williamsburg, Virginia, in October 1976. This is 
one example of the kind of civic spirit that initiated 
Tarboro’s progressive changes. 


THE EAST TARBORO CITIZENS LEAGUE was 
formed in 1963 and consists of approximately 300 
members. It was organized to be the voice of the 
East Tarboro citizens who constitute about one- 
third of Tarboro’s population. It was formed to co- 
ordinate efforts and improve the general welfare of 
the large group of Negro citizens who live in East 
Tarboro, the urban renewal area. This group is ded- 
icated to seek improvement in the political life of 
the community, employment and educational op- 
portunities, better housing and living conditions, 
public improvements, improved race relations, 
cooperation with all local agencies devoted to the 
improvement of mankind, peaceful integration and 
communication with all citizens of the town, and 
improvement of social, economical, and cultural 
conditions for the minority group of Tarboro. This 
organization, while working closely with the people 
of the area, also represents the people of the area by 
making recommendations to the town government. 
From among their membership, well-qualified per- 
sons are recommended for appointment to the 
boards and commissions of the Town. 

Thus, in June 1963, the East Tarboro Citizens 
League was organized and set for itself the follow- 
ing goals: 

(1) Registration and Voting. Realizing that vote- 
less people are hopeless people, it was our inten- 
tion to lead our people into a more active role in the 
political life of Tarboro. In a large measure this goal 
has been realized, for we have seen the number of 
black registered voters climb from 400 in 1963 to 
1,900 in 1976. We have been able to elect two black 
men to the town governing body and to effect the 
appointments of blacks to various commissions, 
committees, and boards. 

(2) Employment Opportunities. The League so- 
licited the aid of the school board, individual black 
citizens, and our local technical institute in prepar- 
ing our people for many opportunities in industry 





East Tarboro Citizens League Programs 





and business, to the extent that we have more blacks 
employed today than ever in the history of our town. 
We are not only employed in our industries, but also 
in the more highly skilled jobs required by banks, 
our telephone company, municipal and county ad- 
ministrative offices, and as clerks in our stores. 

(3) Housing — United Manor Courts. Through 
concerted efforts of citizen participation, we were 
able to draw together four black churches of our 
community and charter a non-profit organization 
that provided the equity funds and arranged the 
permanent financing for a project costing over a half 
million dollars. This resulted in the construction of 
50 rent-supplement housing units, which provide 
decent, safe, and sanitary homes for approximately 
160 persons of East Tarboro. 

(4) Student Scholarship Awards. The League rec- 
ognized that many of our students could not con- 
tinue their education after high school because of 
inadequate funds. Consequently, the League estab- 
lished a Scholarship Fund which has awarded 14 
scholarships used in our local technical institute 
and various state colleges and universities. The 
moneys raised for this fund resulted from extensive 
citizen involvement and participation. 

(5) Street Improvements. Members of the League 
circulated petitions and urged a massive urban re- 
newal program to improve the streets in our 
neighborhood. Today, every street is paved, curbed, 
and guttered in the black neighborhood, and every 
family has at its disposal water and sewer services. 

The East Tarboro Citizens League, through its 
multifaceted programs and interest, has created an 
organization as well as an atmosphere whereby 
black citizens have become involved, informed, and 
educated relative to community activities. 

The League serves as a vehicle for soliciting 
input from black citizens to be channeled into nec- 
essary proper courses of action. 

Although Tarboro is a small town in area and 
population, the needs and desires of its citizens in 
the main are no different from those of the larger 
cities of our nation. 

We find that people working together in Tarboro 
have made the difference in improving the quality 


of life. 








Historic preservation 


In 1968 a local citizen left a bequest of $13,000 to 
the Town of Tarboro on the condition that the funds 
be spent within two years to acquire a museum for 
Tarboro citizens. The town council created the Tar- 
boro Historical Society (later the name was changed 
to the Tarboro Historical Commission). These dedi- 
cated citizens interested in histcric preservation 
were charged with raising funds to match the be- 
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quest and then acquiring and developing a 
museum. An early 1800 house, known as the 
Walston-Bullock house, was found in Edgecombe 
County. If funds were available, the property could 
be purchased and moved to town-owned land adja- 
cent to the community house (the Blount House, 
circa 1800, now on the Federal Register of Historic 
Sites). In talking with the regional office representa- 
tives of HUD, we discovered that HUD had a new 
historic preservation program for which our pro- 








Early 1900 house on Tarboro’s Main Street; rehabilitation 
work must conform to the restrictions of the historic district. 


posed museum would be eligible if we could fulfill 
all the HUD requirements. We did, and Tarboro 
received one of the first historic preservation grants 
(NC-HPC-1), in the amount of $13,000. The Pender 
Museum (as the legacy required it to be called) was 
dedicated in late 1969. It is furnished with early 
Edgecombe County furnishings, is open to the pub- 
lic, and is now listed on the Federal Register of 
Historic Sites. (Plans call for the community house, 
which is located on the same plot, to be restored by 
the historical commission as soon as enough funds 
can be obtained. This house will eventually be used 
as a cultural-center/museum facility.) 

Historic district. One of Tarboro’s significant ac- 
complishments in the field of historic preservation 
was the establishment in 1976 of the Tarboro His- 
toric District, which includes a 45-block representa- 
tion of numerous architectural styles and historical 
structures. Seven structures are listed on the Na- 
tional Register of Historic Places. The excellent 
streetscapes represent a variety of architectural 
styles such as Federal, Greek Revival, Gothic, Vic- 
torian, twentieth-century bungalow, and modern. 

The establishment of the historic district is par- 
ticularly noteworthy because so many area resi- 
dents were involved in soliciting support for it. 
Realizing the potentially controversial nature of 
such a proposal, the Edgecombe County Historical 
Society, the prime sponsor, set out to inform area 
residents and involve as many property owners of 
the historic district as possible in order to insure 
that the historic district ordinance would be 
adopted. This group began an active campaign that 
included door-to-door canvassing, a telephone hot- 
line to the town hall, publications and brochures, 
displays, and various public meetings. On the basis 
of an areawide petition showing 76 per cent support 
by area residents, the town council readily adopted 
the proposed district. 


We are now working with the North Carolina De- 
partment of Cultural Resources, Historic Preserva- 
tion Branch, in requesting that the entire historic 
district be placed on the National Register of His- 
toric Sites. 


Recreation projects 


In 1969 the town began a successful partnership 
with the Bureau of Outdoor Recreation (BOR) in the 
United States Department of Interior. With the ex- 
cellent cooperation of the North Carolina Depart- 
ment of Recreation, the town applied for and re- 
ceived $32,500 in grant funds to buy 26 acres of land 
for a city park and began developing the park. The 
first phase consisted of three lighted ballfields, two 
lighted tennis courts, two parking areas, two horse- 
shoe pits, and miscellaneous tot play lots. Later, in 
1971, the town received another BOR grant of 
$28,500. The town matched these funds and com- 
pleted the park. This second stage included fencing 
the area; making walking trails; developing and 
beautifying the creek; constructing two concession 
stands with rest rooms; installing playground 
equipment; building three picnic sheds and 
outdoor-cooking facilities; and putting in flower- 
garden areas. Local civic clubs donated funds for 
the picnic sheds. 

In 1970 a benefactor gave the town a 32-acre plot 
of land to develop as a park and recreational area 
adjacent to a swimming pool in East Tarboro. Using 
the appraised value of the donated land as its match- 
ing share, the town obtained a $51,500 BOR grant 
that was used for site development, two paved park- 
ing areas, fencing, a lighted softball field, a lighted 
baseball field, three picnic sheds, a concession 
building with rest rooms, play areas, and equip- 
ment. 

Not all of our recreational facilities have been ac- 


West Tarboro recreation center. A duplicate facility is avail- 
able to East Tarboro residents. 
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quired through grant funds. With its own funds, the 
town has recently completed two community recre- 
ational centers — one on either side of town. Each 
center includes a gymnasium, a game room, three 
club rooms, a kitchen, office facilities, a refreshment 
area, offices for the recreational staff, rest rooms and 
showers, and equipment for the handicapped. The 
park areas and the centers are used to the maximum 
— from 8:00 a.m. to 11:30 p.m. during the summer, 
and shorter hours during the winter months. 

The town is now building six lighted tennis 
courts on school property to be financed jointly by 
the town and the Tarboro School Board in accor- 
dance with a “memorandum of understanding” 
concerning joint use and responsibility. The town 
will maintain and supervise the courts, which will 
be used by the school on a mutually agreed-upon 


schedule and will be available to the citizens of 


Tarboro at other times. 

We are also completing an outdoor recreation area 
on a 26-acre site that was donated for park purposes 
by Burlington Industries. This park will contain a 
picnic shelter and outdoor playground equipment. 

An old building, formerly used as the town’s milk 
plant, has been converted to a craft center. Here all 
types of classes from karate to square dancing are 
conducted on a regular basis. 

In 1967 the citizens approved a bond recreation 
tax of 10 cents. These funds have been used to 
match and supplement federal grants. We have also 


received wonderful community support in many of 
our programs and facilities. Local civic clubs, indus- 
tries, and interested citizens have made an invalu- 
able contribution through their gifts, volunteer serv- 
ice, and other tangible evidence of their support. 


Community Development 


In March 1975 Tarboro realized an opportunity 
for new projects in other areas of town. Again, in 
partnership with the federal government through 
HUD, the town entered into Community Develop- 
ment. Because of our past involvement with HUD 
programs and projects, Tarboro became a “hold 
harmless’*® community eligible for $975,000 per 
year for the first three years, then $650,000 for the 
fourth year, and $325,000 for the fifth year under the 
present Community Development legislation. 
Needless to say, this has put new life into our com- 
munity and made it possible to face some of our 
urgent needs — housing rehabilitation and public 





3. This term indicates that Tarboro was entitled to continue in 
its programs with HUD even though certain legislation or regula- 
tions had changed. 
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East Tarboro house rehabilitated with Community Develop- 
ment funds. Dwelling on the right will also be renovated. Both 
houses were similar in appearance before work was begun on 
the house on the left. 


improvements. With our recently completed West 
Tarboro Concentrated Code Enforcement project, 
urban renewal activities in Hendricks Park and East 
Tarboro, new public housing units on scattered 
sites in Hendricks Park and Panola Heights, it was 
obvious that the areas most in need were Deans 
Heights in West Tarboro and portions of Panola 
Heights in East Tarboro. The council designated 
these areas, south of the town common (Wilson 
Street) to the Tar River and running east and west to 
the town limits — as our community development 
impact area for Year I. 

A 25-member Housing and Community De- 
velopment Citizens Advisory Committee (HCD- 
CAC) was established in November 1974 to replace 
the former citizens’ advisory committee. This com- 
mittee advises the town council on the develop- 
ment of activities relative to the town’s overall hous- 
ing and Community Development program. 

The Community Development program has suc- 
ceeded because of this committee, which began its 
work by informing the public about Community 
Development. It held meetings in all the wards and 
before civic groups. It placed newspaper ads, and 
members appeared on radio and television pro- 
grams. HCD-CAC made every effort to obtain citi- 
zen participation in developing a “needs” list of 
programs and projects desired by the citizens. It 
then recommended priorities to the town council 
for the Community Development budget and pro- 
gram activities. The committee remains most active, 
and citizen participation has been excellent. Tar- 
boro Community Development activities through 
June 30, 1977, are included in Table 4.4 





4. Construction of the E. L. Roberson Center described in an 
earlier section was possible because the town qualified for 
Community Development funds. 





Part 111: Grantsmanship 


In retrospect — ‘Getting a grant approved is only 
the first step in ‘nursing a project.’”’ 


We have often been asked, “What is the formula 
for a successful grant program? How do you get 
grants for a small community?” 

There is no easy answer. Guidelines and refer- 
ence materials are available from many sources. 
Consulting firms offer service for varying fees; a 
number of books have been written; and seminars 
are conducted by professional, private, and gov- 
ernmental concerns. Each city must decide for it- 
self, often on the basis of trial and error, which is 
most effective for its specific requirement. 


Sources of information. Possibly the first source of 


grant information is the Congressional Record. 
Available by subscription from the federal govern- 
ment, this publication, if checked regularly, allows 
one to be informed on programs and legislation 
under consideration by the Congress. It gives an 
“insight into the intent of the Congress,’ which 
often helps in developing programs in the early 





Table 4 


Community Development Activities 
Through June 30, 1977 








Activity No. 
Blocks 


Improved 





Public improvements (paving, curb and 
gutter, storm drainage, sidewalks, etc.) 
Panola Heights 
Deans Heights 
Number of 312 Loans 
(3 per cent HUD loans) 
Panola Heights 
Deans Heights 
Number of grants made 
by program 


$168,000 
568,000 


186,000 
171,000 


Panola Heights 90,000 

Deans Heights 162,000 

Number of grants and loan 
combinations made 


Panola Heights 34,000 
Deans Heights , 12,000 
Land acquisition 33,500 
Relocation payments 18,000 
Housing rehabilitation by private 
owners without program aid 
Panola Heights 6,000 
Deans Heights 5,000 
Cost of white-way lighting 
for town common 30,000 
Number or personnel as of July 1 
(paid by Community Development) 10 











stages after the legislation is enacted. Experience 
has taught us that applications submitted when a 
program is first approved face less bureaucratic red 
tape than a year or so later, when the program has 
become bogged down in regulations that are dif- 
ficult to interpret. 

The federal government publishes The Federal 
Register, available by subscription and an invalu- 
able source of information that is quickly accessible. 

Often information from a government agency is 
not readily available primarily because the informa- 
tion must travel from the Washington office to the 
regional office, to the area office, and finally to the 
cities and towns. This takes time. 

The Catalog of Domestic Assistance, published 
annually by the Office of Management and Budget, 
is another invaluable source of all programs avail- 
able from the federal government. This document, 
also available by subscription, gives a brief descrip- 
tion of each program, its funding level, the applica- 
tion process, and the address of the agency that ad- 
ministers it. 

The North Carolina League of Municipalities 
provides bulletins on legislation concerning pro- 
grams of special interest to cities and towns. The 
League offers special assistance on programs upon 
request. The North Carolina Department of Natural 
Resources and Community Development offers 
seminars and bulletins on many of the program 
changes. Also, many quasi-governmental agencies 
and associations provide up-to-date information on 
programs of their specialty. 

Developing expertise. It is impossible to acquire 
all reference material and attend all conferences 
and workshops on subjects of interest to the small 
city. Even reviewing all the data that are available is 
a very time-consuming process. This is a responsi- 
bility that should be assigned to one person who is 
familiar with all the needs and interest of the spe- 
cific city. Researching programs, developing infor- 
mation, preparing an application, reviewing all the 
federal/state requirements and “‘assurances,” pre- 
paring resolutions for the governing body’s consid- 
eration, negotiating and conferring with representa- 
tives of federal/state agencies, working with staff 
people and citizens’ advisory committees, present- 
ing and coordinating the city’s needs and efforts to 
acquire grant funds — in sum, “nursing a project” — 
all require considerable time, knowledge, and 
cooperation from the town’s staff and from the gen- 
eral public. When this responsibility is assigned to 
one person, the minute details so often overlooked 
are easier to incorporate in the application process. 
Many people criticize the federal agencies for 
“bureaucratic red tape and foot-dragging,” but 
many of their problems are caused by their own 
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omission of minor details or failure to submit re- 
ports, evaluations, and other follow-up information 
during the life of the program. Getting a grant ap- 
proved is only the first step involved in nursing a 
project. Keeping in touch with the agency represen- 
tatives, developing files for easy reference and au- 
dit, and supervising and administering the project 
require intensive attention to detail. There is no 
such thing as free money. 

Maintaining communication. Federal and state 
agency representatives have been most helpful and 
cooperative. The town has maintained constant 
communication and good working relations with 
state, area, and regional personnel of all agencies 
with whom we have projects. We have found that 
the more they know about our town, the better we 
work together as a team. We know that we have 
conducted our programs to the best of our ability, 
that our documentation is complete, that our citizen 
involvement and participation is one of our greatest 
assets, that our records are well kept, that our funds 
are spent in accordance with legal requirements, 
and that we have nursed the project in accordance 
with federal, state, and local requirements. 

Of course, there have been problems that have 


seemed to be almost insurmountable. Working with 
our agency representatives, we have been able to 
overcome most of these. We have also had to remind 
ourselves that these federal and state officials have 
their own guidelines and restrictions and that the 
letter of the law, as well as the intent, must be re- 
spected. 


Part IV: Epilogue 


The improvements in Tarboro — economical, ed- 
ucational, cultural, housing — have resulted from 
the cooperation that developed within our commu- 
nity. Tarboro has had citizen involvement, good 
race relations, dedicated town personnel, and fine 
leadership from our elected officials. Otherwise, the 
progressive changes in our town would have not 
materialized. However, none of these changes 
would have been possible from town funds alone. 
In order to accomplish the goal — making Tarboro a 
better place to live — over $15 million in state and 
federal grant funds have been spent over the past 
ten years. For this we are grateful! 0 


Tarboro Preserves the Past: Vintage Homes in the Historic District 


28 / Popular Government 


" 


pst OTT TT et 4 


re 





Cash Management and 
Investments 


Editor’s Note: Last summer, Popular 
Government talked with Larry Fisher, finance 
officer for Asheville, and Thomas H. Cashwell, 
Guilford County’s finance officer, about cash 
management and investment. The interviewer was 
A. John Vogt, an Institute faculty member who 
specializes in local government finance and is also 
the editor of Popular Government. 


Objectives 


Vogt: Gentlemen, you have a lot of experience in 
handling cash management and investments for 
your respective units. We hope you'll share some of 
your wit and wisdom on this subject with our 
readers. First, I'd like to ask you what the objectives 
of a cash management and investment program 


should be. 


Cashwell: Well, safety is definitely the first 
objective, but that is easy to achieve if you deposit 
cash daily as the law requires, if your investments 
are strictly those available under the law, and if 
your collateral is adequate as prescribed by the law. 
I would say the second one is maximizing cash 
available for investment. By that I mean getting it in 
the bank as promptly as possible and getting credit 
for it. You can’t invest it until you’ve got credit for it, 
and that means daily deposits. 


Fisher: I agree. The goals of cash management and 
investment are universal: that is, maximize the 
amount of money that you have to deal with — what 
the statutes call idle funds — and obtain the 
maximum yield that you can get from investing 
those funds, but consistent with the limitations of 
the statutes. I agree with Tom that if you follow the 
statutes in investing, you have accomplished your 
safety objective. Once this is taken care of, the next 
objective is to earn the most you can from available 
money and to be sure that the available money is all 





you can get your hands on. If you earn revenue 
through a good cash management program, it 
doesn’t have to come from somewhere else. Every 
dollar you can earn in a good cash management 
program is a dollar you don’t have to get from 
property taxes. 


Cashwell: Smart cash investment can mean several 
pennies on the tax rate, and that’s something that 
any elected official and any citizen can understand. 


Vogt: Has either of you calculated the equivalent 
tax rate you are earning from investing the unit’s 
funds? 


Fisher: Two to three cents. 


Cashwell: Yes, we do that. Even if we didn’t want to 
on our own, the Local Government Commission 
semi-annual report of cash, investment, and tax 
collections encourages this. That’s the last item on 
one of the reports — total interest earnings and the 
tax-rate equivalent. It can be high. If you have a lot 
of unexpended bond funds, the tax-rate equivalent 
can be very high. I have seen it as high as fifteen or 
sixteen cents. We are in the neighborhood of three 
or four cents usually. 


Vogt: But you can’t use the interest earnings from 
bonds for general purposes; this money is for the 
project or paying off debt on the project. 


Cashwell: That is true. But if you didn’t have that 
available to pay off debt, you would have to raise 
taxes to pay off the debt. As Larry says, every dollar 
of interest earned is a dollar less in tax levy. 


Maximizing cash available for investment 


Vogt: Tom, you stressed the importance of getting 
cash into the bank as quickly as possible. How do 
you do this? 


Cashwell: For the county, the periods c “heavy cash 
inflow are August and December. August is the 
discount period for property tax payments and 
December the final month when property taxes can 
be paid without an interest penalty. The checks 
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come in mailbags full. Tax collectors used to match 
each check with the appropriate bill before they 
made the deposit. The mailbags would sit there 
until they could match every bill and check. But 
now during these peaks, we bring in extra help from 
other offices and move those checks out and into the 
bank. The tax collectors simply > hotocopy the 
checks that they can’t process ne normal fashion 
and deposit them on the day sived. Then, when 
they have time, they can process, pull the bills, and 
match photocopies on these receipts. 

Overpayments or underpayments are adjusted 
later. If a check that is not a property tax collection 
comes in, we deposit it and find out what it is for 
later. We also use an undistributed-receipts 
account. If a check comes in payable to Guilford 
County and we can’t identify the proper account for 
credit, we credit it to undistributed receipts and 
deposit it immediately. We identify the proper 
receipts account later. If a taxpayer underpays, we 
deposit his check and rebill him for the difference; 
if he overpays, we deposit and refund the difference 
“when we can. We don’t hold any checks for any 
reason. 


Vogt: Are you able to open all of your mail daily, 
Tom? Even in August and December? 


Cashwell: Pretty much so. We pull in as many 
people as it takes to get the mail open and the 
checks into the bank. 


Vogt: Does this mean that you work during the 
Christmas holidays? 


Cashwell: Absolutely. The tax collector had a staff 
working right up to Christmas Day. Larry, you don’t 
have this problem because the Board of Tax 
Supervision in Buncombe County collects taxes for 
the city of Asheville. 


Fisher: True. Our only problem is the monthly 
cycle of billing and receiving receipts from about 
30,000 customers of the water utility. About 75 or 80 
per cent of them pay by mail. Even though we use 
cycle billing, the first two weeks of every month are 
periods of large mail receipts. I have talked to 
everyone I know to find a fast way to slit 

open envelopes and to take the check out. It is 
strictly a manual operation and in order to get that 
done, we schedule work. Our normal office hours 
are 8:30 to 5, but one of our collections clerks comes 
in at 7:00 a.m. to begin working the mail. At 8:30 
other clerks join her. If the mail is too much for 
them to assure prompt deposit of checks, we assign 
additional people to help open the mail and to 
receipt and process utility checks. By this 
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scheduling we usually can get all the morning mail, 
utility and other receipts, deposited by the bank 
cut-off time. 

In order to receive that-day credit, you have to 
get the deposit to the bank before the cut-off hour, 
which is 1:00 p.m. for our bank. Our daily deposit 
used to be taken at 3:00 p.m. because that is when 
the police changed shifts and it was convenient for 
them to accompany our clerk to the bank at that 
time. Well, I moved that up three hours. In this 
case, a nonfinancial consideration had determined 
when the bank deposit was made. It wasn’t difficult 
to get it changed. It’s just that nobody had ever 
suggested that it be changed! 

We also have an immediate-notification threshold 
for larger receipts. If a single item of $25,000 or 
larger is turned in at our collections window, the 
collections clerk will telephone the person who 
operates our investment program. A decision will 
be made on the phone — depending upon the size 
of the receipt, time of day, and so on — about the 
immediate disposition of the receipt. That is to say, 
should we make a special deposit and immediate 
investment or handle it as the next day’s business. 


Cashwell: We also make special deposits for large 
checks. These are usually from the federal or state 
government — for example, revenue-sharing and 
sales tax checks. Our bank will give us same-day 
credit if we deposit the check by 11:00 a.m. This 
gives us a few hundred extra dollars a day in interest 
earnings. Also, anytime we get a large check drawn 
on the same bank that we bank with, we make a 
special deposit to get same-day credit. 


Vogt: Both of you mentioned the necessity for daily 
deposit of receipts. This is legally required. What 
practical problems do you run into in meeting this 
requirement and getting the money into the bank 
each day by the 1:00 p.m. cut-off? 


Cashwell: We are normally there by about 12:00 
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noon. An occasional problem arises if the cashier 
has trouble balancing. We then pitch in with extra 
help to speed things up — anything to make that 
1:00 deadline. I don’t think we've missed it half a 
dozen times in years. Usually, we just cut off early 
enough to get the money there. (There will be 
receipts coming in the afternoon, but they will be 
deposited about 1:00 p.m. the following day.) The 
only problem is to get in the habit and enforce the 
routine. 

Vogt: How many officials in your respective units 
receive or collect receipts? How many collection 
points are there? 


Cashwell: In Guilford County, we have a number. 
This may be true in most counties, particularly 
where you have offices in two or more cities. The 
collection points all deposit by 1:00 p.m. every day 
into the county’s pooled cash account or, if they are 
close. enough, they bring the collections to the 
county finance office and we deposit by 1:00 p.m. 
We now have six offices that make direct deposits to 
pooled cash: two tax collector offices (Greensboro 
and High Point), the register of deeds, emergency 
transportation, social services (High Point), and the 
county finance office. However, most county 
receipts, other than tax collections, come into the 
finance office, and we make the deposit. Each office 
that deposits directly either brings the deposit slips 
to us or phones the amount of deposit to us by 1:00 
p.m. each day. 


Vogt: Why do you have six separate direct collection 
points? 


Cashwell: Citizens want it. For instance, High 
Point residents like to be able to pay their taxes 
locally. In other cases, it’s a matter of location. The 
emergency transportation office is physically some 
distance from the courthouse, and they collect from 
customers when they can right on the spot. 


Vogt: Larry, how many collection points do you 
have in Asheville? 


Fisher: Basically one. We've got a centralized 
collection function, although we do have some 
outlying collection points. For example, the city 
owns and operates the Asheville airport, located 
about twelve miles from the city. We have an 
account at a branch bank there so that the airport 
can deposit on a daily basis. Our accounting 
division monitors the account and makes transfers 
to our pooled cash account. 


Vogt: Larry, I’ve heard you use the term “cash 





consciousness in reference to the receipt and 
deposit of money. What does this term mean? 


Fisher: Cash consciousness means encouraging 
local officials and employees to deposit the checks 
they receive quickly in order to maximize the cash 
available for investment. A number of officials in 
any local government receive currency and checks. 
For example, the federal government sends 
antirecession aid to the city manager; the 701 
planning grants go to the planning director; and the 
state water-bond grant payments go to the 
water-sewer director. All of these folks need to see 
that the cash or checks they receive are deposited 
every day. 

Now, this is an ongoing thing wherein you create 
an attitude. For instance, we have worked with the 
city manager's secretary regarding cash 
management. She knows that checks sent to that 
office should be turmed in to our collections division 
immediately. The first time we found a check that 
had been held for three days, we took the time to 
talk with her and explain the importance of 
same-day deposits. Thereafter, she understood why 
we have this rule. 

Also, it is important not to lose the initiative in 
requesting reimbursement of federal or state grant 
funds. One tool that we use is a monthly financial 
report of revenues expected and collected. For 
example, we have a $1.5 million grant for one major 
project. While I was reading this report recently 
I noticed that the revenue line-item for the grant 
looked short. The project was almost completed but 
we had received only two-thirds of the grant money. 
I learned that the responsible department had not 
filed for reimbursement for the remaining one-third 
on time. I contacted the responsible person and 
asked that the request for reimbursement be 
prepared and mailed right away. I also put a note in 
a tickler file and followed up on this item weekly 
until the money was received. That’s almost a 
half-million dollars that we could have had a month 
earlier. 

To help keep track of these large federal and state 
grants, a finance officer may want to set up a tickler 
system. This could simply consist of notations on 
his desk calendar when large checks are supposed 
to come in. If he is the only finance official — the 
do-it-all — it might be helpful. 


Cashwell: Could I mention one tool we use in that 
regard? In Guilford County, every application for a 
grant or reimbursement under a grant flows through 
the finance office for our signature. From the 
application, we prepare and keep a file on reporting 
and reimbursement dates for the grants. We also 
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prepare a monthly status report on the grants. It 
goes out to all department directors, to the board of 
commissioners, and to the manager. Any delinquent 
report or reimbursement request is flagged on the 
report. That encourages people to get reports and 
reimbursement requests in on time because when 
the manager and the elected officals see the flag, 
they lean on the delinquent department. That is one 
of our little monthly reports — not the most popular 
one, but very effective. 


Fisher: We handle it a little differently. We have a 
federal-programs officer and a clerk who stay on top 
of grant money. If some is not in on time, the clerk 
will call the operating person and say, ““Why don't 
we have this money?” or “Isn't it time to make a 
request for it?” I suppose instead of calling people, 
I could have the clerk publish that little report you 
use. So far we have not used the ““embarrassment- 
type” technique. 


Vogt: We've talked at length about receipts. What 
can you do about controlling disbursements to 
maximize available cash and help with 
investments? 


Cashwell: One very effective tool we use is to write 
checks once a week, on Wednesday night, by 
computer. The checks are mailed out on Thursday 
or, if we have a tremendous volume, on Friday. We 
can normally expect that the majority will not clear 
before the next Tuesday. Therefore, we schedule 
investments to mature on Tuesday to cover checks 
mailed or issued on the previous Thursday. A local 
check may be deposited on Friday, but there is a 
good chance it will be deposited in another bank. In 
that case, or if it isn’t deposited before 1:00, the 
check will not clear before Monday or Tuesday. We 
invest the amount of checks written over the 
weekend and don’t try to cover them until the 
following Tuesday. We set our maturities to occur 
on the days we expect large disbursements to clear 
our bank account. 

We pay all employees the last working day of the 
month. This may be straying from the subject, but 
Guilford County has always deposited the full 
payroll-cover check on payday. On the basis of a 
study I made of payroll-check clearing times, we 
phased the deposit of the payroll-cover check: 
one-third on payday, one-third on the next workday, 
and one-third on the following workday. If payday 
is on Friday, we can invest $700,000 or two-thirds of 
the payroll over the weekend, thus earning several 
hundred dollars of extra interest. 


We haven't been able to release pay checks after 
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1:00 p.m. because our employees are accustomed to 
receiving their checks first thing in the morning. 
As far as debt service is concerned, we used to 
send the checks to the paying agent several days 
before the payment was due. Now we do it by 
bank-wire transfer on due date and satisfy everyone. 


Vogt: You said bank-wire transfer? 


Cashwell: A bank-wire transfer is a procedure banks 
use to move money from one bank to another for 
same-day credit. For example, I call the bank and 
say I want a million dollars transferred to “X”’ bank 
for this day’s credit and the bank handles it. This 
eliminates the time that elapses when a check sent 
by mail is in transit. We keep the money invested 
until debt service due date and wire transfer the 
money on that day. 


Vogt: Larry, how do you schedule your 
disbursements and check-writing and how does that 
tie into investments in Asheville? 





Cash consciousness means encouraging local 

officials and employees to deposit the checks 
they receive quickly in order to maximize the 
cash available for investment. 





Fisher: We do some scheduling, but not on the 
sophisticated level that Guilford County uses. We 
write checks continuously every workday using an 
NCR 399 machine. Although I am not a strong 
advocate of writing checks and holding them, 
particularly for long periods of time, we write them 
every day but schedule them for mailing to meet 
due dates. 


Cashwell: We process our invoices for payment 
daily, but each invoice specifies date due and the 
date for the check to be written. Checks are written 
only once a week; on Wednesday night the 
computer sorts those that are to be paid that week. 


Fisher: We re working like the deuce trying to catch 
up with these big boys! We’ve ordered a piece of 
equipment, an NCR 8250, that will help; no matter 
when we do voucher preparation, it will write 
checks on scheduled days, and we will be able to 
restrict check-writing as Guilford County does. 


Cashwell: Even before the days of computer 
check-writing, we did substantially what you do. 
We wrote checks every day but scheduled them for 
mailing according to a tickler file of due dates. That 
technique is available regardless of the size of the 
unit or what computer capability it has. 





Vogt: How do you schedule the mailing of checks? 


Cashwell: We use a pretty simple rule. If it is a 
discount item, we schedule the payment in time to 
get the discount; most discounts are higher than 
interest rates for short-term investments. If it is nota 
discount item, it is paid about thirty days after the 
invoice date. 


Fisher: Tom has listed the two key points. A unit 
should take advantage of the discount; this is a 
savings. But you want to pay bills when they are 
due to avoid a reputation for late payments. 
Furthermore, you should schedule payments or 
check-mailing for Thursday afternoon for weekend 
investment of the money. 


Vogt: Have you considered the use of warrants, 
which are payable at a set future date, to make 
disbursements? This would mean that a local unit 
could keep its money invested until the 
predetermined date of the warrant. 


Cashwell: I like the idea. Sometime ago I talked 
with the secretary of the Local Government 
Commission about it. One problem with warrants, 
as I understand it, is that you need to have 
investments mature every day if you are going to 
use a warrant system. At the state level, warrants are 
presented each day to the State Treasurer at 10:00 
a.m. and must be covered by 11:00 a.m. We don’t 
have the staff to run that active an investment 
program, so we play the game of investing the float. 
That is, we try to guess how long it will take checks 
to clear after they are written and invest the amount 
of the checks (the float) during this time. Another 
preblem is that the banks discourage the use of 
warrants. 


Vogt: The Local Government Commission 
recommends that local units have as few bank 
accounts as possible — preferably one bank account 
designated as a cash pool or central depository. Do 
you both have a central depository, and do you 
agree with the Local Government Commission’s 
recommendation? 


Cashwell: I completely agree with it and we do 
have pooled cash — a general receipts and 
disbursements account. We have two other bank 
accounts — one for payroll and one for public 
assistance. These two accounts handle a great many 
checks and are maintained to simplify bank account 
reconciliation. They are impress accounts, and 
money is put in only as needed. 

All receipts go into our general pooled bank 





account. We do maintain separate funds and 
accounts on our books, but as far as the bank is 
concerned, it is one account. All the money is in one 
place and we receive better rates because we have 
larger amounts to invest. Before, when we had some 
thirty bank accounts, it was very difficult for some of 
the funds to scrape together $100,000 to invest. We 
also sacrificed in yield when investing in 
certificates of deposit. You can’t get the best rate on 
CDs unless you have at least a hundred thousand. 
The larger the amount invested, the better the yield 
or return, so pooled cash is essential for investment 
purposes. However, I recognize that some 
jurisdictions have some legal requirements that 
require separate bank accounts. 


Vogt: Larry, how many bank accounts do you have, 
and what do you think of the idea of pooling cash? 


Fisher: I like the idea of pooling cash and we use 
the technique, but we're not completely dedicated 
to it for two or three reasons. Our cash management 
system is broken into two basic components: daily 
operations and capital operations. We use pooled 
cash for most of our daily operations. We have 
one large general bank account from which we 
operate the motor-transport fund, the general 
fund, all federal program operating funds, 

nearly all utility operations, and some smaller 
capital projects. All cash for these funds goes 

into or comes out of this pooled bank account. 
Two or three other bank accounts are set up to 
handle specific functions. For instance, we have a 
revenue-sharing trust fund and also a separate 
revenue-sharing bank account for that fund. (I wish 
we didn’t, but it’s now set up that way, and I'm 
stuck with it.) When revenue-sharing was enacted, 
around 1972, we set up a separate bank account for 
it because we were afraid of the regulations and 
wanted to make sure we had a good audit trail for 
the uses of revenue-sharing. But there is no reason 
why we couldn’t put revenue-sharing money into 
our general bank account and take care of audit 
requirements strictly through accounting 
procedures. 


Vogt: Do you have any other bank accounts for 
operations? 


Fisher: We have three separate pension trust funds, 
and each has its own bank account. 


Vogt: Are the separate bank accounts legally 
required? 


Fisher: In some instances, yes; in some instances, 
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no. We have some separate accounts that are 
maintained for nonlegal and nonfinancial reasons. 
Our retirement plans for our uniformed employees 
require separate bank accounts as well as separate 
fund accountability. Our General Employees 
Retirement Plan requires separate accountability, 
but not a separate bank account. To maintain equal 
treatment we maintain three separate bank accounts 
as well as three separate funds. 

Also, Asheville now has a $10 million water 
improvement program supported with bond money. 
Traditionally, in Asheville, we have a separate bank 
account for any bond issue. If a bank successfully 
bid on a city bond issue, it was assured a new 
demand deposit account to handle the proceeds of 
the issue. This was and is supposed to be an 
incentive to bid and we have not been able to 
overcome the tradition. 

Small towns and larger cities both have political 
considerations to think about when deciding 
whether to use pooled cash. Just as in a smaller 
town, these circumstances keep us from using our 
general pooled cash bank account more than we do. 


Vogt: Let’s leave pooled cash and talk about how 
each of you selects a bank(s) to receive your local 
unit's money. Tom? 


Cashwell: Unfortunately, we don’t have a very 
sophisticated method of selecting our bank 
depository. We have several large banks in Guilford 
County, and we gave up trying to pick any one bank 
that outshines all others. 

In 1971, when we got the approval to pool cash, 
we made a list of our banking requirements and sent 
it to all banks in the county. (This was not on a bid 
basis.) The list included (1) the maximum collateral 
required, (2) the ability to move funds by bank-wire 
transfer, (3) the necessity of account reconciliation, 
and (4) the ability to handle the preparation and 
mailing of savings bonds to county employees. 
Almost every bank in the county said it could meet 
these requirements. A few very small ones excused 
themselves because they could not meet the five- 
to six-million-dollar collateral requirement. Now 
even the small banks say that they can meet that 
requirement because they can borrow collateral 
through their correspondent banks. Anyway, we felt 
the response offered no basis to pick one bank over 
another, and the board of commissioners decided to 
rotate the county’s banking business among four 
banks. At first, we changed banks every year, and 
that was terrible. You can hardly get the mechanism 
set up and the bugs out before the year is over. Now 
we change banks every two years. The board 
decided to put the names of the four banks into a hat 
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and draw for the order of rotation. I am really not 
that happy with our procedure because the rotation 
serves to announce in advance what banks will have 
our business for the next eight years. This 
discourages competition among the banks, and 
service deteriorates somewhat. 


Vogt: Is two years long enough to develop the 
continuity required for smooth functioning? 


Cashwell: Probably not, but there are nonfinancial 
considerations that local decision-makers consider 
in selecting a bank. Our commissioners were not 
going to put the county’s money in one bank and 
leave it there for a long time, and so I was just asked 
what I could live with. I finally settled on two years. 
I'd rather go to four years, but I can’t accomplish 
that. 


Fisher: In Asheville, we have six banks and we 
spread our banking business around as best we can. 
I toyed with a rotation program, but rejected the 
idea. Because we are required to have several bank 
accounts, each for a specific purpose, I simply 
distribute our business among the local banks. We 
have a very good relationship with the local banking 
community. 


Vogt: Has either of you looked at competitive 
bidding as a way of selecting your depository(ies)? 


Cashwell: I have and, after this eight years’ rotation 
is finished, I intend to recommend that we use 
competitive bidding for placing our bank account. 
Bidding will be awarded not necessarily on the 
lowest price but for the best service. For instance, 
I’ve heard of North Carolina jurisdictions that get 
checks printed free. We don’t. We get deposit slips, 
account reconciliation, and savings bonds 
processed without charge, but we’ve never been 
able to get free checks. That type of bidding I would 
recommend. Rotation just doesn’t have much to say 
for it from the finance end. Politically, however, 
rotation is about the only method we’ve been able 
to use. 


Vogt: Larry, what services do you request from the 
banks that have your deposits? 


Fisher: I don’t formally negotiate with the banks for 
services. What we ask from any bank that wants our 
business is the ability to guarantee or insure our 
accounts, which is legally required, and to give us 
presorted canceled checks for reconciliation, free 
deposit slips, and sometimes free checks. However, 


we buy the checks for our general pooled operating 
account. 





Vogt: Do the banks provide cash pickup and 
delivery or messenger service for either of you? 


Cashwell: We don’t now have that in Guilford 
County. 


Fisher: Neither do we. 
Vogt: And what about safekeeping of securities? 


Cashwell: That is not a problem because we never 
take delivery of a security. We receive safekeeping 
receipts and the bank maintains custody of 
securities. 


Investment programs 


Vogt: Well, we've maximized available cash 
through good receipt, disbursement, and deposit 
procedures. Now let’s put that cash to work by 
investing it. Both of you have active investment 
programs. First, would you comment on the 
strategies you pursue in these programs? 





. . . any program is better than no program. If 
you can’t be as sophisticated as the Guilford 
County program, you nevertheless can 
conduct a program geared to your own size 
and resources. 





Cashwell: It’s not difficult to place investments. 
The tough part is deciding how much and for how 
long. You need to know the record of previous 
years’ receipts and disbursements in order to 
determine how much cash you will need at what 
time. If you do not pin that down closely, you will 
find yourself having to stay with short maturity 
investments — like thirty days. Because of the fear 
of not having cash when you need it, most cash 
management begins with short-term investments. I 
can remember when all of our investments were 
thirty-day items, but now we have investments 
extending from one to 365 days. Some of our funds 
for capital projects may run even longer than that. A 
good cash management program will have 


investment maturities as long as possible because of 


the higher yield. However, you can’t do that 
comfortably until you’ve determined your cash 
needs closely during the year. The first step is to 
gather historical information on receipts and 
disbursements for prior years: when the cash came 
in and how much; when it went out and how much. 
On this basis, you forecast the coming year’s 
receipts and disbursements. I find it easier to 
forecast disbursements than receipts. With 





adequate cash forecasting, you can extend 
maturities and get out of this practice of rolling over 
investments for thirty days. The ideal is to have 
investments mature exactly when you need them 
and in the amounts you need. That's tough to 
achieve, but you shoot to get as close to it as 
possible. 


Fisher: In my view, the purpose of investing idle 
cash is to earn as much money as you can within the 
statutory provisions. The way to do that is to have as 
many dollars as possible available for investment 
and then to get as much yield from those dollars as 
possible. As Tom mentioned, cash forecasting is a 
primary necessity because you have to know 
approximately when you are going to need your 
money. Then you can extend your maturities on 
investments and increase yield. Tom has a large, 
fairly sophisticated operation. In Asheville we are 
somewhere between Tom’s cash and investment 
program and that found in a small unit where the 
finance officer/manager has to do it all. Success in 
maximizing yield from investments depends on 
how sophisticated your investment program is. But 
any program is better than no program. If you can’t 
be as sophisticated as the Guilford County program, 
you nevertheless can conduct a program geared to 
your own size and resources. 


Vogt: You're saying that the larger unit can have a 
more sophisticated investment program and can pay 
more attention to yield. 


Fisher: I also want to say, in reference to 
investment strategy and goals, that if you stick to 
what the statutes permit, in terms of investment, 
you have met the safety objective for an investment 
program. Those statutes are pretty conservative. 

You also need some liquid money available for 
contingencies. We use a passbook savings account 
to meet this contingency requirement. So does 
Tom. How much he needs in that contingency 
passbook savings account, each finance officer has 
to decide. Once he decides on that, then he can 
decide howy much money to string out for thirty 
days, sixty days, and up to or more than a year. Time 
is money here, and the longer the maturities, the 
higher the yield. This is not always true, but it 
generally holds. 


Vogt: What specific investments do you make? 
What investment instruments do you buy with the 
local unit’s money? 


Cashwell: If the investment is less than thirty days, 
that rules out a bank certificate of deposit (CD). 
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Probably, the repurchase agreement (repo) is the 
most frequent investment for us for a maturity of 
less than thirty days. With such an agreement, the 
bank, if that is whom you are dealing with, sells you 
a security that is a legal form of investment — 
usually a Treasury bill or federal agency security 
(agency). The seller agrees to buy back the 
investment on a specified day at a specified amount 
for the original purchase price plus an interest 
return. There’s no market risk, and this is a very 
effective tool for the over-weekend (or overnight) 
investments. Using repos in this way results in 
significant investment earnings. Otherwise, 
everything you have on Friday will lie idle until 
Monday. 


Vogt: Where do you buy the repos? 


Cashwell: We buy them from banks. So far no 
broker has approached us that could beat the rates 
that the banks offer. Everything we buy is on a 
competitive bid basis and usually there will be at 
least three, and perhaps eight, banks bidding every 
time we have an investment. 


Vogt: Larry, do you use repurchase agreements? If 
so, from whom do you buy them? 


Fisher: We buy repos on a fill-in basis for an 
investment of a few days. For example, a $100,000 
investment may mature on Monday and we want to 
use the money — roll it over — to invest in a federal 
agency security that has a Friday settlement date. 
We'll buy a repo on Monday that will mature on 
Friday from any bank that will sell it to us on a 
competitive bid basis giving us the most yield we 
can get on the money. 


Vogt: How does the yield on a repo compare with 
the yield on longer-term investments? 


Fisher: It’s not as good, but a short-term investment 
ina repo is better than leaving the money lying ina 
checking account. 


Vogt: What are the maximum maturities on repos? 


Cashwell: In our case, anywhere from one day to a 
year, but usually they are less than thirty days. 
However, we'll invest in a six- or nine-month repo if 
that is the highest-yielding instrument and we have 
the money available for those long maturities. 


Vogt: Do all of your repos have a fixed maturity date 
or do you sometimes use demand repos? 


Cashwell: Most of ours have a fixed maturity, but 
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occasionally we have a demand repo that is for 
liquidity purposes only. 


Fisher: A fixed-maturity repo will get you a slightly 
higher yield than a demand repo. 


Vogt: What about investing your money in a bank 
passbook savings account? 


Cashwell: Passbook saving accounts, like repos, are 
a very flexible investment form. Moreover, they 
were competitive on yield during the early months 
of 1977. Some banks have a limit on how much 
money you can put ina passbook account, which is a 
problem. I have found that that is negotiable, 
however. 


Vogt: Why do they have a limit? 





A passbook account is better than no 
investment program at all, but you can’t get 
the best yield there. 





Cashwell: I really haven't pressed the banks for the 
reason, but only one bank in our area takes more 
than $150,000 in a passbook account. It happens to 
be the bank that has our checking account. At one 
time we had $10 million in this passbook savings 
account, earning 5 per cent, when certificate of 
deposit rates were around 4 per cent. Eventually 
the bank lowered the rate on the passbook account, 
and we took the money right out. A passbook 
account is better than no investment program at all, 
but you can’t get the best yield there. 


Vogt: What about using the passbook account for 
short-term investments? 


Fisher: Unless passbook yields are competitive, 
neither Tom nor I use a bank passbook account for 
investment purposes — long- or short-term. We 
use the account to meet expected and unexpected 
contingency cash needs. The passbook account, 
although it earns interest, is not an investment for us 
but more an operating reserve. 


Vogt: How much do you normally keep in your 
passbook account? 


Fisher: Normally $100,000. But on July 31 last year, 
we had only $28,292 in the passbook account. 


Cashwell: That varies depending on whether we'll 
have a large disbursement coming along. In August 
1977 the commissioners were dickering over a 
piece of property that would have cost about 





$200,000. I didn’t let my passbook account get 
below $200,000 until they settled on that. 

How much? Usually I don’t keep more than one 
week’s disbursements in the passbook account, but 
the capital projects can surprise you. If you have 
some large ones going, you should keep a sizable 
liquid passbook account. Without capital projects, 
there shouldn't be too many surprises. 


Vogt: Larry, do you invest in savings and loan 
accounts, either certificates of deposit or passbook 
accounts? 


Fisher: We use savings and loans (S & Ls) rather 
extensively. I would recommend them, particularly 
in today’s money market. I don’t like to commit 
money for too long because of uncertainty about the 
future. But on December 28, 1976, I used $100,000 
to buy a four-year certificate from an S & L yielding 
7.79 per cent. Right now (August 1977) agencies 
with a similar maturity are priced to yield about 
6.89, so this decision looks good. A year from now, 
this may not be true. 


Cashwell: Guilford County has $100,000 in each of 
the eight S & Ls in the county because of the policy 
set by the board of commissioners a few years ago. 
These one-year certificates happen to be the 
highest-yielding investment we have right now — 
6% to7 per cent. What if the yield were not good? I 
would try to persuade the board to back off. When 
they adopted this policy, it was not for yield but to 
help local business. I don’t know whether the board 
accomplished its goal, but the yield has been fine. 
To answer the second part of your question: No, I 
don’t keep money in an S & L passbook account. 


Vogt: You both mentioned buying $100,000 S & L 
certificates. Why that denomination? Is $100,000 a 


limit? 


Cashwell: When we bought our S & L certificates, 


$100,000 was the maximum you could invest in any 


one § & L. An S & L legally could not insure a local 
unit’s deposits or investments with it for more than 
$100,000. Since then, the General Assembly passed 
a bill authorizing S & Ls to supplement federal 
insurance on money placed with them with 
collateralized securities to insure our deposits. So 
we can place more than $100,000 in an S & L now. 


Vogt: Larry, do you have any certificates of deposit 
larger than $100,000 with an S & L now? 


Fisher: Yes. There are three S & Ls in Asheville. 
Two will not collateralize our deposits, so we keep 
only $100,000 in each. The third will collateralize 


and we have CDs amounting to $500,000 there. 


Vogt: Do vou invest in U.S. Treasury securities or 
federal agency securities? 


Cashwell: When the rates or yields are attractive on 
these, I do. I have no preference between U.S. 
Treasury bills and federal agency securities. I go for 
the one offering the highest yield. But it’s rare that 
the Treasury bill is high because it is a lower risk — 
the lowest-risk investment available, really. 
Agencies are not considered quite as secure as 
Treasury bills, but practically speaking there is 
little difference, so I go for the one that offers the 
higher yield. 





We use the savings and loans rather 
extensively. | would recommend them, 
particularly in today’s money market. 








Vogt: Where do you buy the Treasury bills or 
agency securities? 


Cashwell: All of our Treasury bills and nearly all of 
our agencies have been bought through banks. 


Vogt: Larry, have you invested in U.S. Treasury 
bills and agency securities? 


Fisher: We've given up buying Treasury bills right 
now because the yields are low, but we’re heavily 
into agencies because they provide good yields. 


Vogt: Are you using banks to buy the agencies? 


Fisher: Sometimes, but we buy most of them 
through a broker. The broker has actively solicited 
our business and has been aggressive in providing 
services. Some of the banks act as if they don’t care 
whether we buy an investment from them. But this 
broker solicits our business and offers services that 
help our investment program. For instance, they 
mail me tape cassettes from their economist in New 
York; I can listen and get some feel for the federal 
securities market. We receive good service from 
them. Tom is pleased with his arrangement with the 
banks because he gets the service he needs from 
them. The bottom line is service. 


Cashwell: That’s true. I buy investments primarily 
through banks. The amount of money you have 
affects the attention or service you get. If you don’t 
have at least $100,000 you're not likely to get much 
attention — from a bank, broker, or anybody else. 
There is one bank, for instance, that told me, “If 
you ve got $300,000 or more, we'll help you invest 
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it. If it’s anything less, we're not that interested.” I 
don’t bother that bank unless I have $300,000. 

Also, the bank’s local branch may not give you 
much attention, but if you can develop contacts with 
the home office, you get more attention. There is 
quite a bit of competition among branches in the 
same bank. For instance, I had trouble with one 
bank in Guilford County that would never bid on 
anything but a certificate of deposit, but once I 
established contact with that bank’s home office I 
started getting bids from it on anything — repos, 
federal agency securities, and so on. 


Fisher: Tom has brought out a good point. He has a 
great deal of money to work with and seldom has a 
problem pulling together large sums of money for 
investment. But the finance officer in the little town 
or county is likely to have this problem. But even he 
should try to accumulate $100,000 to invest. That is 
a breaking point, and with that amount of money the 
banks and brokerage houses become much more 
interested in serving you than if you have less 
money. 


Vogt: Many small units are reluctant to go into 
investments other than a bank passbook account or 
certificate of deposit. How does the small unit find 
out about federal agency securities? Often the local 
banker just tells the unit about its CDs. 


Cashwell: A local finance officer has to make 
contacts until he finds a bank or broker that will 
give him information about various investment 
forms, not just the CDs. We have had that problem 
only occasionally. 


Fisher: If I had to give a small unit advice on this, I 
would say get the statute out, look at G.S. 159-30 to 
see what is legal for investment, and try a federal 
agency or something other than a CD. Put your toe 
in the water. Keep the statute in front of you so that 
you know you are buying something that is legal 
and buy it. Try to buy it from the local banker to 
keep your business in town, but if he won’t deal 
with you, buy it from a bank or broker in Raleigh, 
Charlotte, Winston, Greensboro, or wherever. Once 
the local banker finds out you are going to buy it 
somewhere, he may start offering it to you. 


Vogt: Why do you buy federal agency securities or 
U.S. Treasury bills and notes? Why don’t you stick 
to bank CDs? 


Cashwell: Because the yield is often higher on the 
agencies and Treasury paper. But I actually have no 
preference, I buy whatever offers the highest yield: 

Treasury bill, agency, or, for that matter, CDs. Once 
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I have my liquidity needs covered, I go for the 
highest-yielding instruments that fit my maturity 
schedule. That’s a little difficult sometimes because 
not all instruments are quoted on the same basis. 
Occasionally, what you thought was the highest 
yield does not turn out to be that when all the dust 
settles. This is true with Treasury bills in particular. 
A Treasury bill at a discount rate of 5 per cent won't 
provide the same yield as a CD rate at 5 per cent. I 
don’t have any strict rules on how to make 
comparisons. You just have to get the feel of it. 


Vogt: Are there particular types or sources of local 
money that you invest in the federal securities? 


Cashwell: Not in our case. All our investment 
money is in a pooled cash account. 


Fisher: The sources or kinds of money we invest 
have no bearing on the type of investment 
instrument we buy. After we've got liquidity 
covered and determine the maturity we’re looking 
for, we go for yield for each and every maturity. We 
don’t care what we buy — agency, Treasury bill, 
CD, or whatever — as long as it’s legal and it fits our 
maturity schedule. 








. . . the finance officer in the little town or 
county . . . should try to accumulate 
$100,000 to invest. That is a breaking point, 
and with that amount of money the banks and 
brokerage houses become much more 
interested in serving you... . 





Vogt: We've touched on bank certificates of deposit 
(CDs) in talking about other investment 
instruments. Is there anything else you want to say 
about them? 


Cashwell: One thing about CDs is that the 
minimum maturity is thirty days. So don’t ever tie 
up all of your money in CDs because the money is 
then locked in until maturity. It takes a major effort 
to pull the money out and you lose interest. On a 
ninety-day CD pulled out before maturity, there 
would be no interest paid. 


Vogt: What are the longest maturities on the bank 
CDs you buy? 


Cashwell: I don’t know of any legal limits for 
maturities on bank CDs. I buy CDs that mature 
in from 30 to 365 days. On rare occasions, I buy 
them with a maturity longer than a year. 


Fisher: The CDs we buy are mostly from 30 to 365 





days, but we'll go beyond a year if that fits our 
maturity schedule. Most of the CDs we now hold 
have 60-, 120-, and 150-day maturities. But we are 
much more heavily into federal agency securities 
than CDs right now. 


Cashwell: As of June 30 we had $11 million in bank 
CDs and $14 million in federal agencies. I hadn't 
planned to invest heavier into agencies than CDs — 
yield determines what I buy. When I bought the 
agencies, they provided the best yields for the 
maturities I wanted. The same is true-of the CDs. 


Vogt: Do you attempt to adjust your maturities — 
shorten or lengthen them — on the basis of your 
expectations about changes in the market? 


Cashwell: I don’t try to predict whether yields are 
going up or down in the market. I always go for the 
best competitive bid in terms of today’s yields on 
the instruments available in the maturity I need. 


Fisher: I do adjust our investment program to meet 
changing conditions in the money market. For 
example, if we expect yields and interest rates to 
rise, we will shorten our maturities. But if we feel 
that yields are at a peak, we try to concentrate 
money in investment instruments with long 
maturity. 


Cashwell: I find it hard to predict fluctuations in 
interest rates. When I have tried to do this, I’ve 
often been wrong. A few years ago every major bank 
in North Carolina said rates were going up, so I 


shortened maturities and, behold, rates went down. 


Then the banks all said that rates were going to 
drop, so I started extending maturities. But the rates 
went up. Now, I don’t let interest rates and yields 
determine maturities, except for following the 
general rule that the longer the maturities, the 
higher the yields. 


Vogt: How often do you buy securities? Do you 
have specific investment days? 


Fisher: We are in the market whenever we need to 
be. We review our situation daily, especially the 
daily operations side of the program. On some days 
we have to spend more time with our program than 
on other days. Cash flow is a little easier to forecast 
on the capital operations side of the program. The 
availability of money, including maturing 
investments, determines our purchase times. 


Cashwell: As I said, we schedule maturities on 
investments to fall due every Tuesday. That’s the 





day that our checks that were sent out the previous 
Thursday clear. The value of the investments that 
mature on Tuesday may exceed the amount of 
checks written. In this case, I roll the excess money 
over and reinvest it. However, I generally try to 
plan maturities to meet cash needs. Anyway, 
Tuesday is an important investment day for this 
reason. Tuesday is the day that Treasury bills can be 
ordered, but we actually buy investments two or 
three times a week. During August and December, 
when cash inflow is heavy, we invest every day. I 
might add that when we invest that frequently, we 
have to go into the secondary market if we are after 
federal agency securities. We prefer new issues of 
agencies because the yield is usually higher on 
them, but if agencies are providing the best yield 
overall for the maturity we need, we'll buy existing 
issues in the secondary market. 


Vogt: Larry, do you also buy investment securities 
in the secondary market? 


Fisher: Sometimes, but not often. When we wanta 
federal agency security, we can usually schedule 
the purchase to coincide with a new issue. We will 
use a repo to invest for the intermediate period. 


Vogt: Both of you are from large units. How many 
people are involved in your respective investment 
programs? 


Cashwell: Four. The people don’t devote full-time 
to it, but they handle cash and investment duties as 
needed. Two people accumulate day-to-day 
information on receipts and disbursements, and a 
secretary calls the banks to find out what different 
investment instruments are yielding. The actual 
investment decisions are usually mine, but in my 
absence my assistant makes them, so our 
investment program doesn’t stop when I am away. 


Fisher: I am not directly involved in our investment 
program — certainly not as much as Tom is. I have 
two people who really handle the program. I set 
guidelines for them and we talk from time-to-time 
about investment strategy, but they plan and do the 
investing. I keep informed about the market and 
alternative investment forms and back them up 
when needed. It is management by exception. If 
they are uncertain or face a difficult situation, then I 
become directly involved. 


Vogt: Thanks for your comments. Your experience 


and insights will be helpful to those who are 
involved in local government finance. 0 
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Local Government Commission 


(continued from p. 12) 


ble for developing new accounting procedures, test- 
ing new programs, and improving current programs. 
This section also offers educational programs 
through regional seminars, the community college 
system, and the Institute of Government, and: it 
prepares various manuals dealing with subjects of 
interest to local officials. The financial assistance 
work of this section has increased markedly in re- 
cent years. In 1965, one Commission staff member 
was devoting his time to this work. Today, there are 
twelve staff members engaged in this activity. Edu- 
cational effort has increased during the period in 
about the same proportion. Both activities are ex- 
pected to increase steadily in the future. 


Where we stand 


Unlike New York City and some of the other 
major metropolitan areas, the State of North 
Carolina and its local units are in sound fiscal 
health. The national rating agencies recently re- 
ported that North Carolina has the lowest per capita 
debt of any state in the nation. This is the result of 
continued conservative fiscal policy and sound fi- 
nancial management. However, actions are on the 
horizon that could threaten the financial future of 
our state and local units if close control is not con- 
tinued. 
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The state’s current general obligation debt is ap- 
proximately $650,000,000. In addition, state au- 
thorities and institutions have approximately 
$165,000,000 of outstanding revenue bonds. At 
present the state has $623,267,000 general obligation 
bonds authorized and unissued. The Housing Fi- 
nance Agency will soon ask the State Treasurer to 
issue an additional $30,000,000 in new bonds for 
housing. If and when this new debt is issued, the state 
debt will almost double. 

On the local government level, the situation is 
somewhat the same. The current general obligation 
debt for all local units in North Carolina is approxi- 
mately $1,500,000,000, divided almost equally be- 
tween the counties and cities. In addition, approxi- 
mately $250,000,000 more has been approved but 
not yet issued, and several new local bond issues 
are pending. The electricities are considering rev- 
enue bond issues to finance power-producing 
facilities. These latter projects alone could amount 
to as much as $1,500,000,000. 

One who looks at the pending financial obliga- 
tions of state and local units of government in North 
Carolina is staggered. It is imperative that each 
issue be carefully analyzed as a part of the whole 
financial burden. Despite the enormous financial 
demands facing state and local units, with sound 
financial management and continued conservative 
fiscal policy, the debt can be managed as part of a 
sound fiscal policy — a fiscal policy that is respon- 
sive to the needs of the people and yet keeps pro- 
grams within our ability to pay. 0 











NORTH CAROLINA LAW 
AND THE 
HEALTH DEPARTMENT 


Patrice Solberg 


How much do you know about the law as it affects health professionals who deal 
with the public? 

A new health law manual published by the Institute of Government will answer 
many questions about state law and public health. 

North Carolina Law and the Health Department, written by an Institute faculty 
member specializing in public health law, deals with three general areas: admin- 
istration of the health department, personal health services, and environmental health. 

The book covers North Carolina law regarding such highly publicized matters as 
malpractice, withdrawal of life-support systems, and abortions. 

It also explains the law regarding consent to treatment, rendering medical services 
to minors without parental permission, drug laws, sterilizations, and sex education. 

To order North Carolina Law and the Health Department, write to the 
Publications Clerk, Institute of Government, P.O. Box 990, Chapel Hill, N.C. 27514. 
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300 North ZecG Road (PG 1/74) 
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RECENT PUBLICATIONS OF THE 
INSTITUTE OF GOVERNMENT 


CAPITAL IMPROVEMENT PROGRAMMING: A Handbook for Local 
Government Officials. By A. John Vogt. $3.50. 


INTRODUCTION TO NORTH CAROLINA CRIMES: A Classroom Text. 
By Michael Crowell. $4.00. 


MATERIALS RELATING TO LEGAL ASPECTS OF DENTAL PRACTICE. 
By Ben F. Loeb. $3.00. 


THE LOCAL GOVERNMENT BUDGET AND FISCAL CONTROL ACT. 
By David M. Lawrence. Revised Edition. $1.00. 


MANAGEMENT BY OBJECTIVE. By Ronald G. Lynch. $1.00. 


LOCAL GOVERNMENT FINANCE IN NORTH CAROLINA. By David 
M. Lawrence. $7.00. 


AN OUTLINE OF STATUTORY PROVISIONS CONTROLLING 
PURCHASING BY LOCAL GOVERNMENTS IN NORTH CAROLINA. 
By Warren J. Wicker. $.75 


CSS 


To order, write to the Publications Clerk, Institute of Government, P.O. 
Box 990, Chapel Hill, N.C. 27514. Please enclose a check or purchase 
order for the amount of the order, plus 3 per cent sales tax (4 per cent in 
Orange County). 














